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LETTER OF TRANSMITTAL

Congress of the United States,
Joint Committee on Internal Revenue Taxation,

Washington, June 13, 1938.

To the Members oj the Joint Committee on Internal Revenue Taxation:

There is transmitted herewith a compilation of the income-tax
laws of Germany, edited by the ofhce of the General Counsel for the
Department of the Treasury, and kindly made available to the Joint
Committee on Internal Revenue Taxation.

There is in process in the Treasury compilation of the tax laws of

other foreign countries in translation, wliich the Department has
agreed to furnish to the Joint Committee for its use.

It will be very helpful to the members of the committee in con-
sidering revenue legislation to have these compilations, and it is

suggested that the accompanying compilation of the income-tax
laws of Germany be printed for the use of the Joint Committee on
Internal Revenue Taxation, pursuant to section 1203 (b) (6) of the
Revenue Act of 1926.

Very truly yours,
Pat Harrison,

Chairman, Joint Committee on Internal Revenue Taxation.
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LETTERS OF SUBMITTAL

Congress op the United States,
Joint Committee on Internal Revenue Taxation,

Washington, June 13, 1938.
Hon. Pat Harrison,

Chairman, Joint Committee on Internal
Revenue Taxation, Congress of the United States.

My Dear Mr. Chairman: There is submitted herewith a compila-
tion of the income-tax hiws of Germany in transhition, which hus been
edited in the office of the General Counsel for the Department of the
Treasury, and made available by that Department to the Joint
Committee on Internal Revenue Taxation.

This compilation is one of a series in preparation by the Treasury
of the tax laws of certain foreign countries. The texts of these laws
w411 be very helpful to the committee and its staff in considering

revenue legislation.

Information as to the taxes of Germany has been meager. Prior

to the present regime in that country, the Government published
annually the text of the budget law with explanations and statistics.

Beginning with 1933, the details of the budget and explanation of

tax laws and changes was suspended, with the result that the usual
sources were unavailable as to revenues, expenditures, or the tax

burden. Yet, according to information available, the revenue of

Germany has amounted to approximately $2,800,000,000 per annum,
and the expenditures to approximately $3,200,000,000 per annum,
since 1933. According to information at hand, the amount of its

revenues was 6,327,100,000 reichsmarks for 1933, 7,806,500,000

reichsmarks for 1934, 6,024,000,000 reichsmarks for 1935, and 6,024,-

000,000 reichsmarks for 1936; while the expenditures amounted to

7,944,700,000 reichsmarks in 1933, 8,220,000,000 reichsmarks in 1934,

8,232,300,000 reichsmarks in 1935, and 8,232,300,000 reichsmarks in

1936. Some detail of its revenues and expenditures is shown in the

following tables, taking the year 1935:

REVENUES Reichsmarks

Taxes . _ 4, 483, 000, 000
Customs 1, 148, 600,000
Administrative revenues 400, 000, 000
Revenues from German Railwavs for reparations payments 70, 000, 000
Loans . ' 1. 039, 600, 000
Other revenues 664, 800, 000

Total gross revenues 7, 806, 500, 000
Less debit balance from previous years 1, 782, 500, 000

Total revenue 6,024, 000,000
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EXPENDITURES
Beichsmarks

Payments to States and communes 454, 500, 000
General administrative expenses 4, 725, 400, 000
Provision of work 736, 100, 000
War and civil pensions, etc 1, 257, 700, 000
Internal charges arising out of the war, occupation, etc 297, 500, 000
Payment of bonds and reduction of debt 576, 300, 000
War charges 184, 800, 000

Total expenditures 8, 232, 300, 000

The laws contained in the compilation submitted herewith include
the German income-tax law applicable in the case of individuals, pro-
mulgated on October 16, 1934, as amended by the act of February
1, 1938, and the corporation-tax law promulgated on the same date,

as amended by the act of August 27, 1936.

It is recommended that the compilation be printed for the use of the
Joint Committee on Internal Revenue Taxation. Other compila-
tions in translation of the tax laws of other foreign countries will be
submitted to the committee when completed, with the objective that
there may be in print the texts of the tax laws of the principal foreign
countries for use in considering revenue legislation.

Very respectfully,

L. H. Parker,
Chief of Staff,

Joint Committee on Internal Revenue Taxation.

Treasury Department,
Washington, February 23, 1938.

Mr. L. H. Parker,
Chief of Staff,

Joint Committee on Internal Revenue Taxation,

House Office Building, Washington, D. C.

Dear Mr. Parker: Reference is made to a letter of May 6, 1937,
from Hon. R. L. Doughton, chairman of the Joint Committee on
Internal Revenue Taxation, to the Secretary of the Treasury, in which
it was requested that there be sent to the joint committee a report
on such foreign tax laws as may be included in the study being made
in the Treasury Department.

I take pleasure in forwarding to you herewith, for the use of the
joint committee, a compilation of the income-tax laws of Germany,
edited in the office of the General Counsel for the Department of the
Treasury.

Very truly yours,
ROSWELL MaGILL,

Under Secretary of the Treasury.
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GERMAN INCOME TAX LAWS

[Edited in the office of the General Counsel for the Department of the Treasury]

INTRODUCTION

This publication is a part of a study of foreign tax laws being made
by the Department of the Treasury. The general remarks herein and
the appendixes to the Income Tax Law of October 16, 1934, were
prepared in the office of the General Counsel for the Department of

the Treasury. The remaining material has been taken, with the
consent of the Department of State, from the following reports to

that Department from the consulate general, Berlin, Germany:
No. 129 of February 27, 1935; No. 170 of March 28, 1935; No. 669
of October 28, 1936, and No. 1067 of April 19, 1938.

I. GENERAL REMARKS

These remarks have been prepared for the convenience of the
general public, and are not to be regarcied as an official or legally

definitive statement.
The matter of income taxation in Germany is covered by two

statutes. The first of these, entitled "The Income Tax Law," is the
more general, and, while containing certain provisions applicable to

the assessment of the income tax to be paid by all types of persons,
including corporations, it deals specifically with the incomes of

individuals and partnerships. (See art. 15.) The other statute, the
Corporation Tax Law, is concerned with the incomes of corporations.

Income Tax Law

Provisions of special interest to foreigners.—The Income Tax Law
contains no special provisions applicable solely to foreigners, but does
make a distinction between residents and nonresidents. Residents or
persons who have their usual place of abode witliin Germany are sub-
ject to unlimited tax liability, wliile those who cannot be so classified

are only limitedly taxable. The latter are liable only upon their in-

come from German sources (art. 1 (2) and art. 49), and, moreover, are

exempt from certain special rates for "extraordinary receipts" (art.

50 (1)). On the other hand, persons of limited liability are subject to

certain special provisions. They are arbitrarily designated as belong-
ing in the class of married persons without cliildren (art. 50 (3)); they
are not entitled to certain special deductions for wliich provision is

made in article 10 (art. 50 (1)); they are not entitled to make claim for

a special reduction of the income tax on the ground of particular

economic difficidties, for wliich provision is made in article 33 (art.

50 (1)); and their income may be made subject to deduction at the
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source, insofar as tliis has not already been required,- if deemed advisa-
ble "for the security of the tax claim" (art. 50 (6)). (See also art.

50 (5).) Immigrants, however, who are unlimitedly liable may,
nevertheless, seek a reduction of their tax for a period of 10 years by
application to the Federal Minister of Finance for the assessment of a
fixed lump sum (art. 31). In addition to tliis, it is provided that the
Provincial Revenue Office may fix a lump sum of income tax if special

direct or indirect economic relations between the enterprise, subject to

taxation, and a person who is not at all or only limitedly liable to

taxation m Germany render possible a reduction of the profit (art. 30).

There is also a provision pursuant to which the income tax may be
based upon the consumption of the taxpayer under certain circum-
stances, but it is declared that this method may onl}^ be applied if the
amount of the tax so estimated is not found to be smaller than the
amount of tax which would be due if based upon income (art. 48).

General characteristics.—The Income Tax Law of 1934 contains
certain general provisions of interest. The use of the method of

deduction of the tax at the source is widely employed, including wages,
as well as capital yields, and such other sources of income as may be
determined by the Minister of Finance (arts. 38, 43 (1) and 45).

Broad discretion is conferred upon the administrative authorities in

many respects as in the determination of the application of lump-sum
payments, and the application of special deductions (arts. 31 and 33).

Corporation Tax Law

The Corporation Tax Law adopted October 16, 1934, was amended
on August 27, 1936. The taxes imposed by this law are partly
dependent upon the definitions of income and of value and depreciation
found in the Income Tax Law of 1934 (art. 6 of the Corporation Tax
Law).
As in the case of the income of individuals, only a limited liability

is placed upon those corporations that are clearly foreign. It is

provided that within this class would fall "corporations, associations
of persons, and incorporated estates which have neither their manage-
ment, nor their seat in Germany" (art. 2 (1)).

As is the case in the Income Tax Law, pursuant to this statute,
broad discretionary powers are conferred upon the administrative
officers, as in determining the groups which are to be unlimitedly
liable (art. 22), in prescribing special exemptions or reduced rates for
cooperative associations (art. 23), and in maldng special regulation for
brokerage and capital investment companies (art. 10). The tax is

based upon income whether it is distributed or not (art. 7), but if

distributions are made, even though income has not been earned by
the corporation during the current year, a tax may be assessed in
certain circumstances based upon such distributions under the so-called
minimum taxation provision (art. 17). No deduction may be made
for contributions to charitable or religious purposes (art. 12 (4)), but
corporations operated exclusively for such purposes are exempt from
the tax (art. 4 (1) (6)). The lump-sum method of taxation may be
employed if "the income liable to taxation is apparently of minor
importance and the precise determination of this income would involve
a disproportionate!}' large amount of administrative work" (art. 21).
The income of holding companies from subsidiaries in which they
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have had for the year at least a one-quarter interest is exempt where
the holding company and the subsidiary are unlimitedly liable to

taxation (art. 9).

The rate at wliich a corporation was taxed under the 1934 law was
20 percent, except in the cases of certain types of credit institutions,

to the income of wliich a rate of 10 percent was made applicable

(art. 19). Those two rates were increased to 30 percent and 15 per-

cent, respectively, by the amending statute of 1936 (art. 1).

II. TRANSLATIONS OF GERMAN INCOME TAX LAWS

1. Income Tax Law of October 16, 1934

The Federal Government has enacted the following law which is

hereby promulgated:

I. LIABILITY TO TAXATION

Article 1. (1) Natural persons who have their residence or their

usual place of abode in Germany are unlimitedly liable to taxation.

The unlimited liability to taxation extends to all income.

(2) Natural persons who have neither their residence nor their

usual place of abode in Germany, are limitedly liable to taxation with
respect to domestic income (income in Germany) within the meaning
of article 49.

II. income

1. Categories of Income, Receipts, Revenues

Art. 2. (1) The income tax is applicable to income which the person
liable to taxation has received within a calendar year.

(2) Income is considered to be the total amount of the receipts from
the categories of income set forth in paragraph 3, after making com-
pensation for losses occurring in the individual categories of income,
and deduction of special expenditures (art. 10).

(3) The income tax is applicable only to:

1. Income from agriculture and forestry;

2. Income from business;

3. Income from independent work;
4. Income from nonindependent work;
5. Income from capital property;
6. Income from letting and leasing;

7. Other income within the meaning of article 22.

To which income-category income in an individual case belongs shall

be determined in accordance with articles 13 to 24, and in cases of

doubt in accordance with general rules of practice.

(4) Income within the meaning of paragraph 3 is constituted by:
1. Profits from agriculture and forestry, business enterprise, and

independent work (arts. 4 to 7);
2. The excess of receipts over the professional outlays in connection

with other kinds of income (arts. 8 and 9).

(5) For farmers and foresters or for business men, who are obliged
to keep books in accordance with the regulations of the commercial
code and actually maintain them regularly, the profit from agriculture
and forestry, or from business enterprise shall be considered as being
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made in that calendar year in which the business year ends. A busi-

ness year shall be considered to be:

1. For farmers and foresters, regardless of whether they keep books
or not, the period from July 1 to June 30;

2. For business men, that period of time for which they regularly

close their books.
2. Tax-Free Income

Art. 3. The following items are tax-free:

1. (a) Pensions in accordance with the law regulating the provision
made for the retired servants of the State, except such grants as are
made only on the basis of the period of service rendered;

(6) Supplementary disability pensions (military);

(c) Extra grants to widows and orphans of regular officers of the
army and of staff officers (paymasters, etc.) of the old (pre-war) army
in the place of war pensions;

(d) Additional payments in lieu of extra grants under military
pension laws, and the law for colonial officers, or in lieu of a pension
under the disability compensation law;

(e) Indemnifications for civil maintenance which, as transfer com-
pensation, are currently granted to former noncommissioned officers

(of the army);
(/') Transition relief, indenmification for moving and extra grants

in addition to transition pay and dues in accordance with the Army's
Maintenance Law, granted only once;

2. Receipts in kind and indemnifications of members of the Army
and the State police, under article 20, paragraph 6, of the Pay Law
of December 16, 1927 (Reichsgesetzblatt I, p. 349), and to article 11

of the Federal Law regarding the Police of the States dated July 17,

1923 (Reichsgesetzblatt I, p. 597), and the official income of active
members of the Army. Members of the Army in the sense of these
provisions are soldiers and Army staff officials (paymasters, etc.);

3. Payments in accordance with the law regarding damages result-

ing from troops of occupation

;

4. Preferential annuities on the basis of the law regarding the
redemption of public loans;

5. Honorary extra grants connected with war medals and decora-
tions, and extra grants for front service;

6. Receipts from sickness insurance and Federal accident insurance;
furthermore, receipts in kind from other branches of the Federal
insurance system

;

7. Indenmifications for dismissal from service, on the basis of the
National Labor Law;

8. Luni]) sum compensation paid on the basis of Federal insurance,
the state officers' pension laws, and military pension laws;

9. Paynients made from unemployment insurance, emergency
relief, and short-time workers' relief;

10. Receipts from public funds or from public endowments, granted
in cases of destitution or as aid for education or training, for science

or art;

11. Remunerations for voluntary labor service paid to the Labor
Service volunteers in cash or in kind;

12. Marriage aid paid to female employees when leaving their

employment, and motherhood financial aid;
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13. Indemnifications for outlays and travelling expenses paid from
pnblic funds. Indemnifications paid for loss of earnings and loss of

time, however, are liable to taxation;
14. For (Government) officers on duty abroad, those receipts which

are liable to taxation in the state in the tenitory of which the officers

abroad have their official station. This does not refer to domestic
income according to article 49.

3. Pkofit

Art. 4. Conceytion of profit in general.— (1) Profit is the dift'erential

amount between the working assets at the end of the year of operation
and the working assets at the end of the i)receding j^oar of operation,
increased by tlie value of withdrawals therefrom, and decreased by the
value of additions thereto. Such withdrawals include all economic
goods (cash drawings, goods, products, utilities, and performances)
which the person liable to ta.xation has in the course of the year of
operation dra\vTi from the enterprise for himself, for his household, or
for other purposes not connected with the enterprise. Such additions
include all economic goods (cash investments and other economic
goods) which the person liable to taxation has adcknl to the enterprise
during the course of the year of operation. For the determination of
the profit the provisions concerning operating expenses (])ar. 3) and
valuation (art. 6) shall be adhered to. The value of land belonging
to the fixed assets shall not be considered.

(2) If the working assets at the end of the hidividual year of oper-
ation do not, generally, deviate essentially from the working assets at
the end of the preceding year of operation, the excess of the business
income above the business expenses may be regarded as profit. In
connection therewith, fluctuations of economic importance in the
working assets which exceptionally occur within a j-ejtr of oi)eration,

may be considered through additions or deductions.

(3) Business expenses are expenditun^s which are incurred through
the operation of the enterprise.

Art. 5. Profit in connection with mercJumts who are obligated to keep
books.— (1) For those persons liable to taxation who are obligated to

keep books in accordance with the prescriptions of the commercial
code, such working assets have to be considered at the end of the year
of operation (art. 4, par. 1, sentence 1) which are provided for by the
principles of proi)er bookkeeping. The provisions regarding w-ith-

drawals from and additions to working assets (art. 4, par. 1), operating
expenses (art. 4, par. 3), and viiluation (art. 6) shall be adhered to.

(2) The person liable to taxation may alter the balance sheet even
after its presentation at the tax office, if it should not correspond
with the provisions of paragja])h 1. sentence 1, concerning the prin-

ciples of proj)er bookkeeping. Otherwise any alteration of the
balance sheet is possible only with the approval of the tax office, or,

in any legal procedure, only with the.approval of the respective legal

authority.

Art. 6. Valuation.—For the valuation of the individual items of

pro]ierty serving in the operation of the enterprise, the following

shall hold:

1. Items of the fixed assets subject to depreciation shall be entered
at the purchase price or costs of manufacture decreased by the depre-
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elation in accordance with Article 7. If the partia-1 vakie should be
lower, this latter may be entered. A partial value is that amount
which any purchaser of the \\ hole enterprise would charge up for the

individual items of property within the total purchasing price; it

shall be considered in this connection, however, that the purchaser

would continue operation of the enterprise. Regarding items of the

iixed assets, the ordinary period of utility of which does not exceed

5 years, business men maintaining books within the meaning of

article 5, and farmers and foresters maintaining books may figure a
higher amount for depreciation than is specified in article 7, without
considering the partial value. Property items which, at the end of the

preceding year of operation, already belonged to the fixed assets of

the ])erson liable to taxation shall not appear in the balance sheet at a

higher figure than in the preceding year.

2. Property items of the enterprise other than those mentioned
under No. 1 (real estate, partnersliips or participations, business or

company value, floating capital) shall be entered at the purchasing or

production costs. In lieu of the purchasing or production costs, the

lower partial value (No. 1, sentence 3) may be entered. For eco-

nomic goods which, at the end of the preceding year of operation,

already belonged to the working assets, the person liable to taxation

may enter the partial value in the following years of operation even
when such value is higher than it appeared in the last balance sheet;

it shall not, however, exceed the purchasing or production costs.

For agricultiu'al or forestry enterprises the entering of the higher

partial value is permissible if this is done in accordance with the

principles of proper bookkeeping.
3. Liabilities shall be entered with proper observation of the

provisions set forth under No. 2.

4. Withdrawals of the person liable to taxation for himself, for his

household, or for other purposes not connected with the enterprise

shall be entered at the partial value.

5. Investments or additions shall be entered at the partial value at

the date of the investment; however, the figure must not exceed the

actual purchasing or production costs.

6. Upon the opening of an enterprise or monetary purchase of an
enterprise the property items shall be entered at the partial value

not to exceed, however, the actual purchase or production cost.

Art. 7. Deduction for depreciation.— (1) For buildings and other

property, the use or "utihty of which to the person liable to taxation

for the purpose of gaining income has been found to extend over a

longer period than 1 year, that part of the purchase or production cost

may be deducted for each year which with the distribution of such

costs over the total period of use or utility, would fall to 1 year (deduc-

tion for depreciation). The deduction shall be calculated, in this con-

nection, according to the usual period of utility for the respective

kinds of property. Deductions for extraordinary depreciation of a

technical or economic nature are permissible.

(2) Mining enterprises, quarries, and other enterprises which entail

a wasting away of the assets may make deductions for such a wasting

away of assets. Paragraph 1 shall be applied accordingly.
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4. Excess of Receipts Over Professional Outlays

Art. 8. Receipts.— (1) Receipts include all economic goods which
consist of money or values and which accrue to the person liable to
taxation within the categories of income specified in article 2, para-
graph 3, Nos. 4 to 7.

(2) Receipts not consisting of money (shelter, board, goods, and
payment in kind) shall be entered at the customary average prices in
the place of consumption.
Art. 9. Professional ovtlays.—Professional outlays consist of ex-

penditures made for acquiring, securing, and maintainmg income or
receipts. They shall be deducted from that category of receipts in

connection mth which they were incurred. The following shall also

be regarded as professional outlays:

1. Interest on debt, and annuities and permanent charges payable
under special obligations, as far as they are in economic conjunction
with any given category of income

;

2. Taxes on real estate, other public fees or assessments, and
insurance dues, as far as such expenditures refer to buildings or to

objects which serve the person liable to taxation as sources of income;
3. Dues to professional, occupatioiuil, and trade organizations, the

purpose of which is not profit-making enterprise;

4. Necessary expenses of the person liable to taxation for com-
muting between his places of residence and work;

5. Expenses for tools of trade (tools and professional clothing);

6. Deductions for depreciation (art. 7).

5. Special Expenditures

Art. 10. (1) Special expenditures which may be deducted from the
total amount of gross receipts are the following items and no others:

1. An amount of 50 reichsmarks for every female domestic servant
for each full calendar month in which she has belonged to the household
of the person liable to taxation;

2. Interests on debts, and annuities and permanent charges payable
under special obligations, which are neither operating expenses nor
professional outlays, and which do not stand in any economic con-
junction with receipts not considered in the assessment;

3. Taxes levied by semigovernmental religious communities (church
taxes)

;

4. Insurance dues and premiums of the person liable to taxation
for himself, for his w^fe, and for those cliildren for whom he is granted
(income tax) deductions, for sickness, accident, civil liability, em-
ployees' disability and retirement and unemploym.ent insurance,
for life or death insurance, and for insurance or annidty funds for

widows, orphans' pension, and burial. Dues and insurance premiums
to insurance companies which have neither their management nor
their seat in Germany may only be deducted in cases where permission
for operation in Germany has been granted to such companies

;

5. Payments by the person liable to taxation for himself, his wife,

and children, for whom he is granted (income tax) deductions (for

cliildren), to building loan associations for the purpose of obtaining
building loans. The provision of No. 4, sentence 2, shall be applied
accordingly.
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(2) The deductions for special expenditures within the meaning
of paragraph 1, Nos. 4 and 5, shall not, in their total, exceed an annual
amount of reichsmarks 500. This amount shall be increased by:

300 reichsmarks for the wife

;

300 reichsmarks for the first child

;

400 reichsmarks for the second child;

600 reichsmarks for the third child;

800 reichsmarks for the fourth child;

1,000 reichsmarks for the fifth, and each following child.

If an increase in deductions is based upon the number of children,

it will be allowed only if a (income tax) deduction for such children

is provided for.

(3) For special expenditures within the meaning of paragraph 1,

Nos. 2 to 5, a minimum lump sum of 200 reichsmarks shall be
deducted when the assessment is made.

(4) If the tax liability did not exist for a whole year, the annual
amounts concerned in paragraph 2 and paragraph 3 shall be decreased

in proportion to the number of months during which a tax liabihty

did not exist and shall be rounded off downward to whole reichsmarks.

6. Receipts and Expenditures

Art. 11. (1) Receipts are considered as having been received

within that calendar year in which they have accrued to the person
liable to taxation. Regularly recurring receipts which have accrued
to the person liable to taxation shortly before the beginning or shortly

after the end of the calendar year to wlricli they belong economically,

shall be considered as having been received within that calendar year.

The provisions regarding the determination of profit (art. 4, par. 1,

art. 5) remain unchanged.

(2) Expenditures shall be deducted for that calendar year in wliich

they were incurred. For regularly recurring expenditures, paragraph
1, sentence 2, shall apply. The provisions regarding the determina-
tion of profit (art. 4, par. 1, art. 5) remain unchanged.

7. Non-Deductible Expenditures

Art. 12. Regardless of the regulations contained in article 10 no
deductions, either from the individual categories of receipts or from
the total income, shall be made for the following items:

1. Expenditures made for the household of the person liable to

taxation and for the maintenance of the members of his family.

This includes the expenditures to maintain the standard of life which
is necessitated by the economic or social position of the person liable

to taxation, even if such expenditures are made for the furtherance of

his profession or his activities;

2. Vohmtary payments, or payments to persons legally entitled to

maintenance, even if such payments are made on the basis of a special

agreement;
3. Taxes on income and property taxes.
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8. The Specific Categories of Income

A. agriculture and forestry (art. 2, PAR. 3, NO. 1)

Art. 13. Income Jrom agriculture and fores-try.— (1) Income from
agriculture and forestry includes:

1. Fwcceipts from enter])rise in the fields of agriculture, forestry,
viticulture, horticulture, fniit culture, vegetable culture, tree luir-

series, and from all enterprises which grow plants and parts of plants
with the aid of the forces of nature;

2. Receipts from animal husbandry, cattle and hog fattening,
dairies, poultry farms, and similar enterprises, if the products used
for such animal husbandry come principally from the agricultural
enterprise itself;

3. Receipts from lake and river fishing, fish farming, and pond
fishing

;

4. Receipts from hunting, if this latter is in conjunction with farm-
ing or forestry;

(2) To income within the meaning of paragraph 1 belong the fol-

lowing items also:

1. Receipts from an agricultural or forestry subsidiary enterprise.
As subsidiary enterprise must be considered an enterprise which is

designed to assist the main agricultural or forestry enterprise;
2. The utility value of the residence of the person liable to taxation,

if such dwelling does not exceed the size customary for enterprises of
the same kind.

(3) Income from agriculture and forestry is fully hable to taxation,
if it exceeds the amount of 8,000 reichsmarks. Should the income not
exceed this amount, receipts from agriculture and forestry shall only
be liable to taxation insofar as they exceed the amount of 3,000 reichs-
marks. Losses from agriculture and forestry may only be compen-
sated for upon determination of the income (art. 2, par. 2) if they
exceed 1,000 reichsmarks.

Art. 14. Sale of the enterjirise

.

— (1) Profits which are made upon thn

sale or giving up of an agricultural or forestry enterprise or subsidiary
enterprise also constitute income from agriculture and forestry. Sale
profit is that amount by wdiich the sale price after deduction of tlie sale

expenses exceeds the value of the working assets, determined for the
date of the sale in accordance with article 4, paragraph 1.

(2) A liability for taxation arises only if the sale profit upon the sale

of the total enterprise exceeds 10,000 reichsmarks, and upon sale of

part of the enterprise only if the profit exceeds a proportionate part
of the amount of 10,000 reichsmarks.

(3) The income tax on the sale profit will, upon application, be
decreased or abated, if the person liable to taxation acquired tlie sold

enterprise or part of enterprise within the last 3 years before the sale

took place and paid inheritance tax in consequence of the acquisition.

B. BUSINESS ENTERPRISE (ART. L', PAR. 3, NO. 2)

Art. 15. Income from business enterprise.—Income from business
enterprise includes:

1. Receipts from business undertakings. Included therein are also-

receipts from land exploitation; for instance, from mining enterprises

and from enterprises for the production of peat, stones, and earths,

insofar as they are not- agricultural or forestry subsidiary enterprises;

7809ii—38 -3
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2. Profit shares of the partners of a private partnership company,
a Umited partnership company or any other company where the part-

ner must be regarded as entrepreneur (coentrepreneur), and those
remunerations which the partner has received from tlie company for

his services rendered to the company or for the granthig of loans or

for the transfer of econonuc goods;

3. The profit shares of the personally liable partner of a special

partnership limited liability company, insof-ar as they do not corre-

sj)ontl to shares of the stock capital and those remunerations which
the personally liable partner may have received from the company
for his services rendered to the company, or for the granting of loans,

or for the transfer of economic goods.

Art. 16. Sale of the enterprise.— (1) Income from business enter-

prises also comprises profits which are made upon the sale of

—

1. The total business enterprise or part of same;
2. The share of a partner who is to be regarded as entrepreneur

(coentrepreneur) of the enterprise (art. 15, No. 2);

3. The share of a personally liable partner of a special partnership

limited liabilit}' company (art. 15, No. 3).

(2) As sale profit witliin the meaning of paragraph 1 must be re-

garded that amount by which the sale price after deduction of the,

sales expenses exceeds the value of the working assets (par. 1, No. 1)

or the value of the share in the working assets (par. 1, Nos. 2 and 3).

The value of the working assets or the share at the date of the sale

shall be determined according to article 4, paragraph 1, or article 5.

(3) The giving-up, cessation, or abandonment of the business

enterprise shall also be considered as a sale. If the separate property

items serving the enterprise are sold in conjunction with the abandon-
ment of the enterprise, the respective sale prices shall be entered. If

the property is not sold, its general value at the date of the abandon-
ment shall be entered. Upon the abandonment of a business enter-

prise in which a number of persons were participating, the ordinary

value of the property items that each partner has received at the

settlement must be entered.

(4) A liability to taxation arises only if the sale profit upon the sale

of the whole trading enterprise (par. 1, No. 1) exceeds 10,000 reichs-

marks, and upon the sale of part of the enterprise or a share in the

working assets (par. 1, Nos. 2 and 3), exceeds a proportionate part of

10,000 reichsmarks.

(5) The income tax for the sale profit will be reduced or abated upon
application, if the person liable to taxation has purchased the sold

enterprise or part of the enterprise or the sold share within the last

3 years before the sale took place and, in consec[uence of said pur-

chase, paid inheritance tax.

Art. 17. Sale of siymficant iiartnershi/p shares.— (1) Income from
trading enterprises includes also the profit resulting from the sale of a

share in a capital enterprise, if the seller has participated significantly

in the capital of the company and the share sold exceeds 1 percent

of the share ca])ital or stock capital. If the seller alone or together

with the members of his family has participated within the last 5 years

in the capital enterprise to the extent of more than one-quarter of the

capital, directly or indirectly, as, for instance, through a trustee or

through a capital enterprise, he shall be considered as having par-

ticipated significantly.
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(2) As sale profit in the meaning of paragraph 1 must be considered

that amount by which the sale price after deduction of the sale

expenses exceeds the purchase price.

(3) A liability for taxation arises only if the sale profit on the share
sold exceeds that proportionate part of 10,000 reichsmarks (for the
entire capital) corresponding to the sole share in the capital enter-
prise.

(4) The income tax for sale profit will be reduced or abated upon
application, if the person hable to taxation acquired the sold share
in the capital enterprise within the last 3 years before the sale took
place and in consequence of this acquisition paid iidieritance tax.

(5) Losses which have arisen in connection with the sale of shares
in a capital enterprise must not be compensated for upon the deter-
mination of the income (art. 2, par. 2),

C. INDEPENDENT WORK (AHT. 2, PAR. 3, NO. 3)

Art. 18. (1) The following are considered to be income from inde-
pendent w^ork:

1. Income from liberal professions. The liberal professions include
in particular scientific, artistic, literary, teaching, or educational
activities, the professional activities of physicians, lawyers and public
notaries, engineers, architects, commercial chemists, medical prac-
ticians, dentists, geometers, chartered accountants, tax advisors,
accounting experts, and of similar professions;

2. Receipts of State-lottery collectors, if they are not receipts from
business enterprises;

3. Receipts from other independent work, such as, for instance,
remuneration for the execution of a will, for trusteeship, and for

activities as member of a board of directors.

(2) Receipts coming within the pui'vicw of paragraph 1 are liable

to taxation even if such activities are only of a temporary nature.

(3) As receipts from independent work shall also be considered
profits which have been made through the sale of a property serving
such independent work or upon the abandonment of such activities.

The income tax for profits in the meaning of sentence 1 will, upon
application, be reduced or abated, if the person liable to taxation
acquired the sold property within the last 3 years before the sale took
place and in consequence of this acquisition paid inheritance tax.

D. NONINDEPENDENT WORK (ART. 2, PAR. 3, NO. 4)

Art. 19. (1) Receipts from nonindependent work include the
following items:

1. Salaries, wages, gratuities, royalties, and other remunerations
and advantages granted for activity in public or private service;

2. Intermediate salaries, pensions, widows' and orphans' pensions,
and other remuneration or advantages accruing from former services.

It is immaterial whether the receipts are current or single and
wdiether any legal title to them exists.

(2) Receipts from nonindependent work do not include the following
items

:

1. Moneys and sums in reind)ursement of outlays made by the
employees for the employer;
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2. Amounts which are paid to persons in private service for travel-

ling and transportation expenses and outlays, insofar as they do not

exceed the actual expenses incurred.

E. CAPITAL ASSETS (FUNDED PROPERTY) (ART. 2, PAR. 3, NO. 5)

Art. 20. To receipts from capital assets belong the following items:

1. Profit shares (dividends), interest, profits, and other receipts

from bonds, mining shares, profit-sharing certificates, shares in

limited liability companies, in profit and cooperative associations,

in colonial companies, from shares in the Reichsbank, and mining
enterprises having the rights of juridical persons;

2. Receipts from partnership in a business enterprise as silent

partner;
3. Interests from mortgages and loans on landed property and

income from rent annuities on property liens. In connection with
amortization of mortgages and amortization of loans on landed
property, only that part of the payment shall be liable to taxation

which is to be considered as interest payment on the remainder of the

capital at the time;

4. Interest from other capital claims of any kind, for instance,

from loans, investments and credits with savings banks, banks, and
other credit institutions;

5. Discounts on notes and bills, including treasury bills.

(2) To receipts from capital assets belong also:

1. Special remuneration or advantages granted in addition to or

in lieu of the receipts mentioned in paragraph 1

;

2. Receipts from sale of dividend warrants, coupons, and other

(interest or dividend) claims, if the stocks, bonds, or debentures,

or other share claims are not sold therewith.

(o) IiisOit.r toS receipts of the kind mentioned in paragraphs 1 and
2 appertain, to receipts from agriculture and forestry, from business

enterprises, from independent work, or from letting and leasing,

they shall he added to such receipts.

F. LETTING AND LEASING (ART. 2, PAR. 3, NO. 6)

Art. 21. (1) Income from letting and leasing includes:

1. Receipts from letting and leasirg of real property, especially of

land, buiklirgs, parts of buildings, ships registered in a ship register,

and of titles coming \vithin the purview of the civil law regarding real

estate (for instance, building lease which can be inherited or sold,

mherited riglits or rights of inheritance, mineral exploitation rights);

2. Receipts from lettuig and leasing of possessed objects or collec-

tions of objects, especially of the movable working assets of a business;

3. Receipts from time-limited tn;.nsfers of rights, especially of

literary, artistic, and commercial copyrights, of business experience,

and of rigkts or privileges on, and revenues from land;
4. Receipts from tne sale of claims upon rents and leases, even

when the receipts are included in. the sale price of real estate and the

rent {i.nd lease payme" ts refer to a period of time when the seller was
still the owner.

(2) To receipts from lettmg and leasing belongs also the utility

value of a dwelling transferred to the person liable to taxation entirely

or partially free of charge, mcluding any other space and /or garden
tliat may belong thereto.
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(3) Receipts of the kind mentioned in paragraphs 1 and 2 shall be
added to given categories of income insofar as they are appropriate
thereto.

G. OTHER RECEIPTS (ART. 2, PAR. 3, NO. 7)

Art. 22. Categories of income.—Other income includes:

1. Recurring receipts, insofar as they do not belong to other cate-

gories of receipts (art. 2, par. 3, Nos. 1 to 6) in particular:

(a) Hereditary revenues;

(6) Personal annuities, life-annuities, annuities for a certain

number of years, and other non-hereditary revenues;

(c) Subsidiary payments and other privileges granted as recurring

revenues. If such granting is voluntary or to a person legally entitled

to maintenance, it shall not be charged to the receiver, if the donor
is unlimitedly liable to taxation;

2. Receipts from speculative transactions within the meaning of

article 23;
3. Receipts from performances, insofar as they belong neither to

other categories of income (art. 2, par. 3, Nos. 1 to 6) nor to income
within the meaning of No. 1 or No. 2, as for instance, receipts from
occasional commissions and from the letting of movable property.

Such receipts are not liable to taxation, if they amounted to less than
300 reichsmarks during the calendar year. If professional outlays

exceed receipts, the amount in excess shall not be compensated upon
determination of the income (art. 2, par. 2).

Art. 23. Speculative transactions.— (1) Speculative transactions

(art. 22, No. 2) are:

1. Sales transactions, where the period of time between purchase and
sale amounts to:

(a) Not more than 2 years, for real estate and titles subject to the

provisions of civil law concerning real estate (for instance, building

leases which can be inherited or sold, inherited rights or rights of

inheritance, mineral exploitation rights;

(6) Not more than 1 year, for other economic goods, in particular

for stocks and bonds.
2. Sales transactions, where the sale of the property items takes

place prior to the purchase.

(2) Receipts from the sale of the following are not to be considered

(as speculative transactions)

:

1. Debentures and mortgage and annuity bonds of debtors who
have their residence, management, or seat in Germany, unless they

carry, besides fixed interest, a right of exchange against company
shares (convertible loans) or additional interest which depends upon
the amount of the profit distribution of the debtor, or have been

acquired abroad by the person liable to taxation;

2. Claims registered in a German domestic public debt-book;

3. Preferred shares of stock of the German Federal Railroad Co.

(3) Speculative transactions shall not be considered to comprise

the sale of property items, the value of which has to be entered as

income within the meaning of article 2, paragraph 3, Nos. 1 to 6.

(4) Profit or loss from speculative transactions is the difference

between the sale price on one side and the purchase or production

price and the professional outlays on the other side. Profits from
speculative transactions remain tax-free, if the total profits made from
speculative transactions within the calendar year amount to less than
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1,000 reichsmarks. Losses from speculative transactions shall only

be compensated up to the amount of the profit from speculative

transactions which the person liable to taxation has made in the same
calendar year.

H. JOINT PROVISIONS

Art. 24.—To receipts witliin the meaning of Article 2, paragraph 3,

belong also:

1. Indemnifications which have been granted:

(a) As compensation for lost receipts or receipts being lost;

(6) For the abandonment or nonperformance of an activity, for the

relinquishment of profit-sharing or of a title to the latter.

2. Receipts from a former activity within the meaning of article 2,

paragraph 3, Nos. 1 to 4, or from a former contractual relationsliip

witliin the meaning of article 2, paragraph 3, Nos. 5 to 7, when such
receipts accrue to the person liable to taxation as a legal successor.

III. ASSESSMENT

Art. 25. Assessment for the calendar year.— (1) Assessment for in-

come tax shall be made after expiration of the calendar year for that

income which the person liable to taxation has received during that

calendar year, unless no assessment is to be made in accordance with
article 46.

(2) If the liability to taxation did not exist for the whole calendar
year, that income shall be considered which has been received during
the period of tax liability. In such a case the assessment may take
place immediately after cessation of the liability to taxation.

Art. 26. Household taxation: Husband and wife.— (1) Husband and
wife shall be assessed jointly, as long as both are unlimitedly liable to

taxation and they do not permanently live separated. The joint

assessment shall be made for the calendar year for which the conditions

of sentence 1 existed for at least 4 months.
(2) For a joint assessment the income of both husband and wife

shall be considered together in their total amount.
Art. 27. Household taxation: Children.— (1) The head of a house-

hold and those of his children for whom he is granted a tax reduction
under article 32, paragraph 2, No. 2, will be assessed jointly, as long
as he himself and the children are unlimitedly liable to taxation.

(2) In case of joint assessment the income of the head of the house-
hold and that of his children shall be considered together in their total

amount.
(3) Income from nonindependent work (art. 2, par. 3, No. 4) per-

formed by the children for some other enterprise which does not con-
cern the head of the household shall not be considered for the joint

assessment.
Art. 28. Taxation in case oj joint proyerty after succession.—In case

of succession to joint property all receipts from the joint property
shall be considered as income received by the surviving husband or
wife, if he or she is unlimitedly liable to taxation.

Art. 29. Average rates.— (1 ) Average rates may be fixed:

1. For the determination of the profit from agi'iculture and forestry,

from business entequ-ise, or from independent work;
2. For the determination of the excess of the income above the

expenditures incurred for the acquisition, securing, and maintenance
in connection with letting and leasing.
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(2) The average rates shall be used:

1. For the determination of profit, if

—

(a) The turn-over does not exceed the limits set by the Federal
Minister of Finance, and

(6) Proper books have not been kept or the books give reason to

suspect that they may present actual inaccuracies;

2. For the determination of receipts from letting and leasing, if no
proper record is kept of the professional outlays or the records give

reason to suspect that they present actual inaccuracies.

(3) The utility value of residence in one's own house may be
determined as a percentage of the last fixed unit value of the real estate.

(4) No objections can be made by the person liable to taxation on
the ground that the average rates are considered too high.

Art. 30. Taxation in case of connections abroad.—The Provincial

Revenue Office mny fix a lump sum of income tax for income from
agriculture and forestry, from business enterprise, or from independent
work, without considering the sum shown (to be real true income), if

special direct or indirect economic relations of the enterprise with a

person who is not at all or only limitedly liable to taxation in Germany
render possible a reduction of the profit. The Provincial Revenue
Office will decide at its own discretion.

Art. 31. Fixed himp-siim taxaiion.—The Federal Minister of

Finance may

—

1. Fix the income tax of ])ersons who through immigration from
abroad become mdimitedly liable to taxation, in a fixed lump sum for

a period of time up to 10 years following the establishment of the

unlimited liability to taxation;

2. Regidate the taxation of officials on duty abroad in deviation

from the general provisions and regulations.

IV. TARIFF (TAX RATES)

Art. 32. Table of income tax {rates).— (1) The income tax to be
assessed will be figured in accordance with the table appended hereto

as appendix 1 (income-tax table).

(2) For the use of the income-tax table the following shall apply:

1. Single persons are persons liable to taxation who were unmarried
at the beginning of the calendar year. However, they shall not be
considered single

:

(a) If within the calendar year they were married for a period of

at least 4 months;
(6) If they were widowed or divorced and a child has been born

of their marriage

;

(c) If they are entitled to exemptions or reductions for children;

(f/) If they are orphans under 25 years of age and are being trained

for a profession.

2. A person liable to taxation is entitled to tax reduction for children

for those of his minor children who during the period of his liability

to taxation, belonged to his household for at least 4 months within

the calendar year. The tax reduction for children may, upon appli-

cation, be granted for children who, no longer minors, at the expense

of the person liable to taxation, are being educated or trained for a

profession and are still under 25 years of age, even if they do not
belong to the household of the person liable to taxation. Children

within the meaning of this provision, shall be considered to include
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stepchildren, adopted children, and foster-children," and their off-

spring, as well as the taxpayer's own offspring.

Art. 33. Special economic conditions.—Upon assessment, extraor-

dinary economic conditions which considerably influence the tax-

paying capacity of the person liable to taxation may, upon applica-

tion, be considered for a reduction of the income tax, if the income
does not exceed 20,000 reichsmarks. This amount is increased to

30,000 reichsmarks for those persons liable to taxation who are granted
reductions for more than two children (art. 32, par. 2, No. 2). As
extraordinary economic conditions within the meaning of sentence 1

shall be considered unusual burdens arising

—

1. Through maintenance of children or needy relatives, even if

they do not belong to the household of the person liable to taxation;

2. Through other necessary exj)enditures which do not belong to

the special expenditures within the meaning of article 10, in particular,

expenditures on account of sickness, death, or accident.

Art. 34. Tax rate in case of extraordinary receipts.— (1) If the

income exceeds 0,000 reichsmarks and contains extraordinary receipts,

the income tax rate shall be fixed, upon application, for the extraor-

dinary receipts, at from 10 to 25 percent; for single people at from
15 to 35 percent of such exti'aordinary receipts. For the other
receipts the income tax table shall be applied.

(2) Extraordinary receipts within the meaning of paragraph 1

comprise oidy the following:

1. Receipts representing compensation for an activity extending
over a period of a number of years;

2. Sale profits within the meaning of articles 14, 16, 17, and article

18, paragraph 3;

3. Indemnifications within the meaning of article 24, No. 1;

4. Interest received in accordance with articles 14, 34, and 43 of

the Law concei-ning the Redemption of Public Loans, dated July 16,

1924 (Reichsgesetzblatt I, p. 137) upon redemption of the right to

participate in diawings.

(3) The tax rates provided for in paragraph 1 shall, upon applica-

tion, also be applied to receipts of extraordinary yields fi'om forest

property, if no survey of the stock in standing timber has been made.
Extraordinary yields from forest property shall be considered to in-

clude, without regard to the type of enterprise, all yields presented
by economic causes which exceed the regular annual yields to be ob-
tained in accoi'dance with the principles of forestry. In connection
with forestry yields in consequence of force majeure (ice, storm, snow,
insects, or fire) the income tax to be paid under paragraph 1 shall be
reduced to one-half.

V. PAYMENT OF TAXES

1. PUEPAYMENT

Art. 35. Fixation and discharge of prepaymeids.— (1) The person
liable to taxation shall make (})artial) prepayments on account of his

income tax on March 10, June 10, September 10, and December 10.

Each (])artial) prepayment must be in the auKuint of one-quarter of

the last assessed income tax. Persons liable to taxation, whose
income in its major ])ai't results from agriculture and forestry, shall

pay on March 10 and June 10 one-quarter each, and on December 10

one-half of the last assessed income tax.
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(2) If, in the income forming the basis for the assessment, such
receipts are contained as are subject to tax deduction (arts. 38 to 45),

the prepayments shall be based on that amount by which tlie fixed

income-tax debt exceeds the amount of the tax deductions calculated
according to article 47, paragraph 1, No. 2.

Art. 36. Pre/paymenU in speeiol cases.— (1) If a tax liability arises

only in the course of a calendar year, the (partial) prepayments which
must be made after receipt of the first tax notice shall be based upo-
that income which presumably will be received in the 12 montlis follow-

ing the establishment of the tnx liability.

(2) If the period of time for which a tax notice is given is less than
a calendar year (par. 1), future prepayments shall be fixed in accord-

ance with tliat tax whicli would be applicable to a whole year's income
calculated at the rate of the income serving as the basis for the tax

notice.

Art. 37. Increase and reduction of (partial) prepayments.— (1) Pre-
payments may be increased if the receipts not subject to tax deduction
will presumably exceed by more than one-fifth, at least by 2,000
reichsmarks, however, those receipts forming the basis for the last

assessment which were not subject to tax deduction.

(2) Prepayments may be reduced if the person liable to taxation

proves that his receipts which are not subject to tax reduction will

presumably be lower by more than one-fifth, at least, however, by
1,000 reichsmarks, than those receipts forming the basis for the last

assessment which were not subject to tax deductions.

2. Tax Deductions From Wages (Wage Tax)

Art. 38. Payment of wage taxes.—^^(1) In connection with income
from nonindependent work the income tax will be collected tlirough

deduction from wages (wage tax). The employer shall deduct the
wage tax for the employee from each wage payment and shall remit
same to the tax office.

(2) If the wages consist wholly or partially of payments in kind

(art. 8) and the wages paid in cash are not sufficient to pay the taxes,

the employee has to pay to the employer that amount which will be
necessary to cover payment of the wage tax. If the employee should
fail to do this, the employer shall retain the respective part of the

payment in kind according to his judgment and then pay the wage tax.

(3) The employee, in addition to the employer, shall be liable for

the wage tax only

—

1. If the employer has not deducted the tax from the wages accord-
ing to the regulations, or

2. If the employee knows that the employer does not remit the

deducted v/age tax according to the regulations and does not infoi'm

the tax office of this fact immediately.
Art. 39. Determivation of wage ta.r.— (1) The wage tax for wages

paid monthl}' shall be figured according to the table appended hereto

as appendix 2 (wage-tax table). If wages are paid for a pericd of

time other than a month, the wage rates and the wage taxes shall be
fractions of the amounts of the wage tax table, i. c.

:

For not more than 4 working hours y52

For more than 4 working hours, but not more than 1 working day 5^6

For a full working week . %6
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(2) For the adaption of the wage-tax table the following shall

apply:
1

.

Single persons are enij^loyees who are not married. The follow-

ing shall not be considered single:

(a) Widowed or divorced employees from whose marriage a child

was born;
(b) Employees entitled to tax reduction for children;

(c) Fvdl orphans (neither of whose parents is living) under 25 years
of age who are receiving education or training for a profession or
occupation

;

2. Employees with minor children belonging to their household
(art. 32, par. 2, No. 2) shall be entitled to tax reduction for children.

Such reduction may, upon application, also be granted for children no
lonrer minors (art. 32, par. 2, No. 2) who are being tramed for a pro-
fess! u or occupi!,tion at the expense of the emjiloyee and who are
under 25 years of age, even when they do not belong to the household
of the employee. Tax reduction for children will onlj^ be granted for

children who are unlimitcdly liable to taxation.

(3) For the family status (par. 2), the conditions on the key day
of the establishment of the family status before the beginning of the
calendar year shall be considered juid registered on the tax card
(art. 42). Shouk! the num])er of the members of the family increase,

the town or numicipal authorities shall, upon application, make the
supplementary registry, tion on tlie tax card. Such supplement shall

only be considered upon that payment of wages at which the supple-
mented tax card is presented.

(4) The Federal Mmister of Finjuice will determhie the amount of

the wage taxes:

1. If the employee does not hand any tax card to the employer
(art. 42)

;

2. If tlie employee is at the same time engii.ged in employment in

different jdaces;

3. If the wife of the emj^loyee, without bemg permanently separated
from her husband, holds em]iloyment;

4. If the period of time for which the wages are paid cannot be
determined.

Art. 40. Determination of wage tax, in connection with other receipts.—
If the employee, in addition to the current wages, receives from the
same employment other receipts, especially lump sum receipts, such
as dividends, bonuses, etc., the wage tax to be levied from such addi-
tional receipts sliall be:

1. For a single employee (art. 39, par. 2, No. 1) 10 percent;
2. For other employees:
(a) If thev are granted no tax reduction for children (art. 29, par.

2, No. 2), lb percent;
(b) If thev are granted tax reduction for children (art. 39, par. 2,

No. 2):

For one child, 8 percent.
For two children, 6 percent.
For three children, 3 percent.
For more than tln-ee cliiUh-en, 1 percent.

Art. 41. Con f^ideration of special circumstances.— (1) Upon applica-
tion of the employee the following amounts shall be deducted from
the wages for the calculation of the wage tax:
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1. If the proj'ossioii.'il otilljivs (art. !)) wliich ivio mado in coiinoolioii

with the receipts I'rom iioiiiiulcpendeiit work, iind the special expendi-
tures within the meaning of articles 10, paragraph 1, Nos. 2 to 5, and
paragraph 2, in their total, exceed 40 reichsniarks pei- month, the
amount thus exceeding 40 i-eichsniarks;

2. Special expcMidiliires within the meaning of article 10, paragraph
1, No. 1;

3. If special economic con(htions considerably diminish the tax-

paying capacity of the (Muployee (art. 33), an amount, to he deter-

mined hy the Fe(l(M-al Tax Ollice accoi'ding to its judgruent.

(2) The FechMal Tax Odici^ will enter on the tax card the amount to

be considered for (k>duction from wages in accordance with paragra])h

1 (art. 42). The cU^duction shall ordy be nuide upon that payment of

wages at wliich the em])loycr has been presented the tax card with
such entry made thereon.

(3) The employee shall ap|)ly foi- a rectification of his tax cacd
(art. 42), if he dismisses a female domestic servant foi- whom he
receives a tax deduction in accoidance with paragra|)h 1, No. 2, and
does not hire a new one within I month. The eni|)loyce is liable for

the wage tax which has not been hnicd in coTise<pience of the tax card
not having been rectified.

AuT. 42. 7\ij- card. Befor(> the beginning of the calendar yeai' or

the taking over of a new position the employee shall, for the fixation

of the wage taxes, ap])ly for a tax card from his numicipality which
tax card he must hand over to the employer. The employer shall

keep this tax card during the period of service of the enii)l()y(U^ and
shall return same to the employee at the etui of the calendar year oi'

upon termination of the employment. The Federal Minister of

F^inance may order that a dillerent procedure be followed.

3. Tax Deduction From Capital Yield (at the Source) (Tax on Capital

Art. 43. Capital yields f<vhj(ct (ledvdio/i oj tax.— (1) The following

domestic capital yields will be subject to income tax through deduction
(at the source) from the capital yield (tax on capital yield):

1. Profit shares (dividends), interest, exploitation and other reve-

nues from stocks and shai'es, mining shares, profit sharing c(M-t ideates,

shares in linuted liability companies, in profit companies and cooper-
ative associations and colonial companies or associations, from shares

in the Reichsbank and in mining associations having the rights of a
juridical person, with the exce[)tion of dividends from preferential

shares of the German Federal Railroad Co.;

2. Revenues from partnershij) hi a business enterprise as silent

partner.

(2) ('a.])ital yi(^lds liable to taxation shall also be considered to

include rennineration. or jnivileges which are granted in addition to

or in lieu of capital yields menti(med in paragraph 1.

(3) Capita,! yields' a,re to be considered as domestic capital yields,

if the debtor has his (its) domicile, nia.nagement, or seat in CJermaTiy.

Art. 44. Fimtion and payment of the tax on capital yield. (1 ) The
debtor shall retain for the creditor the tax on capital yield in the

amount of 10 percent of the amount of the capital yield. Me has to

make the tax deduction within that period of time hi which the

capitrl yields accnie to the creditor and shall remit the retained tax
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amounts to the tr.x oiWvc witliii) 1 week. Tlie tax- dodiiction shall

also hv made in cases vvhcr-e the capital yields belon*:; to the creditor's

revenues in the categories of inconu^ from agricultuic iiird forestry,

from l)usiness enterpiiscs, from indcpcn(h>nt work, or from letting

and leashig.

(2) Tax de(Uiction shall be mack', from the full amounts of the

capital yield without any deduction (or tax-free exemption).

(3) The creditor, hi achlition to the debtor, shall only be liable for

the tax on capital yield:

1. If the (h>l)tor has not made the de(hiction from the c)ij)ital yield

according to the reguhitions;

2. If the creditor knows that the (U'btor has not remitted the
retained tax on capital yield according to the n^gulations and has
not imnuMliately iid'ormed the tax olhce accordingly.

4. Tax Deduction Fkom Other Revenues (at the Souiice)

Art. 45. The Federal Minister of Finnnce mny determine to what
extent the tax levy is to be made through de(hiction (at source) pro-
cedure in connection with income other than from nonindependent
work (art. 38) and from capital yield (art. 43).

5. Assessment of Rk("kii'ts Liaht.e to Tax Dkduction (at the Source)

Art. 46. (1) If the income consists totally or partially of receipts

which have been subject to tax deduction (at the source), the person
liable to taxation shall be assessed upon, the income:

1. If the income exceeds S, ()()() reichsmarks;
2. If the receipts from which no tax (h^hiction (at the source) has

been made exceed 300 leichsmaiks;
3. If the person liable to taxation is single and his income includes

receipts liable to tax on capital yield in an amount exceeding 1,000
reichsmarks.

(2) If the limits set in paragraph one are not exceeded, no assess-

ment shall tak(> place. The income tax of those receipts which are
subject to tax deduction (at the source) shall be considered as cleared
off for the drawer of such receipts, if his liability has been terminated
(art. 38, par. 3, art. 44, par. 3).

(3) In the assessment, a lump sum of at least 200 reichsmarks shall

be deducted for professional outlays in comiection with recei))ts from
jionindependent work. Article 10, |)aragtaph 4, shall be applied
accoi'dingly.

G. Final Paymknt

Art. 47. ( 1 ) To the income tax debt, the following shall be credited

:

1. The prepayments made foi- the calendar year;
2. The amounts retained through tax deduction (at the source)

insofar as they refer to income received during the calendar year.

(2) If the amount of the hicome tax debt is larger than the total

of the amounts which are to be credited under paragra])h 1, the
difl'ei-ence shall l)e paid within 1 month after receipt of tiie tax notice
(linal payment). That part of the final payment which corresponds
to prei)ayments whirl; have fallen due within the calendar ycdv but
which have not been paid shall be paid immediately.
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(3) If tlie amount oC tlic iiicomo tax debt is siiinlloi- tliaii the total

of tlio amounts which arc to be credited uiKh'r |)ara<i;raph 1, the
difference shall be c()m|)ensated lor througii credit or refund after

receipt of the tax notice. Amounts which have been retained tlirough
tax deduction (at the source) will not be restored.

VI. TAXATION ACCOUniNG TO CONSUMeTlON

Art. 48. (1) The person liable to taxation may be taxed according
to (his) consumption, if such consumption exceeded 10,000 reichs-

marks in the calenchir year and exceeds the income by at least 50
percent. The amount of 10,000 reichsmarks shall be increased by
2,000 reichsnuirks for each chihl for which the person liable to taxa-
tion is granted a reduction for children in accordance with article 32,
paragra|)h 2, No. 2.

(2) ('onsumplion comprises all expenditures which the |)ers<)n

liable to taxation has to make for his household, for his standard of

living and that of the members of his family.

(3) Consumption shall not comprise:
1. Special expenditures (art. 10, par. 1);

2. Income and |)r()perty taxes;

3. Kxi)en(litures for trousseaus and equipment, insofar as they
have not exceeded the standard corresponding to the economic cir-

cumstances of the i)erson liable to taxation;

4. ExpcMiditures for political, scientific, artistic pui-poses, or for

charity or public utility;

5. Expenditures caused by sickness, deaths, or accidents, or by
physical or mental defects or infirmities;

6. Expenditures resulting from the birth of a child;

7. Extraordiruiry expenditures caused by the maintemince or edu-
cation of a, child or by the inaintcnance of a destitute relative;

8. Expenditures from social puri)oses for employees or I'oi-mer em-
ployees or for theii- relativ(^s;

y. That i)art of the consumption which the person liable to taxation

has covered

:

(a) From income on which he has ])aid tax in the last thi'ce years
but which he has not used up;

{b) From receipts which according to article 3 are tax-free, or from
recei])ts which according to article 22, No. 1, (c), sentence 2, shall not
be taken into coTisidei'ation for the person liable to taxation.

(4) The income tax based on consumption shall be only one-half of

the tax i)rovi(led for in the inconu'-tax table. If the amount of tax

thus calcuhited is smalh^- than the amount of tax which would be
payable on the basis of the income, then the income, and not con-

sum])tion, shall be the basis for the taxation.

VII. taxation of PIOHSONS LIMITEDLY LIABLE TO TAXATION

Art. 49. Income limhedly liable to taxation.—Domestic receipts

within the meaning of the limited liability (provisions) for income
taxation (art. 1, par. 2) are:

1. Receipts from agriculture and forestry cnteri)rises operated in

Germany (arts. 31 and 14);
2. Receipts from a business enterprise (arts. 15 and \i\) for which a

place of business is maintained in Germany or a permanent reprcsenta-
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tive is engaged in Germany, and receipts from the sale of a share in a
German capital enterprise (art. 17);

3. Receipts from independent work (art. 18) which has been or is

being executed or utilized in Germany;
4. Receipts from nonindependent work (art. 19) which has been or is

being executed or utilized in Germany, and receipts drawn from
domestic (German) public pay offices including the pay offices of the
German Federal Railroad Co. and the Reichsbank resulting from
existing or former services;

5. Receipts from capital property within the meaning of article 20,

paragraph 1, Nos. 1 and 2, if the debtor has his domicile, manage-
ment, or main office in Germany and receipts within the meaning of

article 20, paragraph 1, Nos. 3 and 4, if the capital property directly

or indirectly is secured by domestic (German) real estate, domestic
(German) titles subject to the provisions of the civil laws regarding
real estate, or by ships registered in a domestic (German) ship register.

Dividends from preferential shares of the German Raih^oad Co. and
interest from loans and claims registered in a public debt-book or for

which fractional bonds or debentures have been issued are exempt;
6. Receipts from letting or leasing (art. 21) if the immovable prop-

erty, movable property or titles are situated in Germany or registered

in a German public book or register or are utilized in a place of business
in Germany;

7. Other receipts within the meaning of article 22, No. 1, insofar as

they are subject to tax deduction (at source) (art. 45);
8. Other receipts within the meaning of article 22, No. 2, insofar as

they concern speculative transactions with domestic (German) titles

which are subject to the provisions of civil laws regarding real estate.

Art. 50. Si)ecial regulations for persons limiiedly liable to taxation.—
(1) Persons limitedl}^ liable to taxation are only allowed to deduct
professional outlays (art. 9) insofar as these stand in economic con-
junction with domestic (German) income. The provisions of article 10
(special expenditures), article 33 (special economic conditions), and
article 34 (tax rates for extraordinary receipts) are not applicable.

(2) In connection with receipts subject to tax deduction (at source),

and receipts within the meaning of article 20, paragraph 1, Nos. 3

and 4, no compensation with receipts from other categories of income
shall be permitted for persons limitedly liivble to taxation.

(3) The income tax for persons lindtedly liable to taxation, insofar

as they are assessed, shall be calculated on the basis of the tax for

married persons without children.

(4) The income tax for receipts whicli are subject to tax deduction
from wages or capital yield (at source thereof) shall be considered as
already settled through the tax deduction for persons limitedly liable

to taxation. The amount of the wage tax will be determined by the
Federal Minister of Finance.

(5) The Tax Office may, for persons limitedly liable to taxation,

abate the income tax totally or partially or fix a lump sum (tax) if

suitable for reasons of national economy or if a specific calculation

of tlie income proves especially difficult.

(6) The Tax Ofllce may levy the income tax on receipts limitedly
liable to taxation by means of a tax deduction (at the source), insofar

as they are not already subject to tax deduction according to articles 38
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to 45, if this seems advisable for the securit}'^ of the tax claim. The
Tax Office will, in this connection, determine the amount of the tax

deduction.

VIII. TRANSITIONAL AND FINAL PROVISIONS

Art. 51. (1) The law shall t)e applied for the first time to assess-

ments for the calendar year 1934. For assessments for the calendar
years 1934 and 1935 the following substitutions shall be made in

article 13, paragraph 3: The amount of 8,000 reichsmarks shall be
replaced by 12,000 reichsmarks; the amount of 3,000 reichsmarks
shall be replaced by 6,000 reichsmarks.

(2) The regulations regarding the wage tax shall be applied to those

wages which are paid for services rendered after December 31, 1934.

(3) The regulations regarding the tax deduction from capital yield

and other income shall be applied to receipts wliich accrue to the

person liable to taxation after December 31, 1934.

Art. 52. (1) The provisions regarding the marriage subsidy (tax)

levied from employees receiving wages or salary (sec. V of the Law
for the Alleviation of Unemployment, of June 1, 1933, Reichsgesetz-

blatt I, p. 323) shall not be applied in connection with wages received

after December 31, 1934.

(2) The marriage subsidy (tax) levied from assessed persons (sec. V
of the Law for the Alleviation of Unemployment, of June 1, 1933,

Reichsgesetzblatt I, p. 323) shall not be levied on those receipts which
form the basis for the assessment for the calendar year 1934 or a later

calendar year.

(3) The marriage subsid}^ (tax) already paid for the calendar year
1934 shall be credited to the income tax debt fixed for the calendar

year 1934.

Art. 53. (1) For those persons liable to taxation for whom, on the

basis of the Law Regarding Income Taxation for 1933, of December
21, 1933 (Reichsgesetzblatt 1934, pt. I, p. 1), the income tax has been
based on a tax period deviating from the calendar year 1933, the in-

come tax debt shall be increased for the calendar year 1934 by one-

twelfth for each month elapsed from the end of the tax period 1932-

33 until December 31, 1933.

(2) The following shall be credited against the tax debt increased

under paragraph 1

:

1. Prepayments on income tax and marriage subsidy (tax) of the

assessed persons, made for the period between the end of the tax

period 1932-33 and the end of the calendar year 1934;

2. Amounts retained through tax deduction (at source), insofar as

they pertain to receipts drawn during the period between the end of

the tax period 1932-33 and the end of the calendar year 1934.

Adolf Hitler,
The Leader and Chancellor.

Graf Schwerin von Krosigk,
The Federal Alinister of Finance.

Berlin, October 16, 1934.
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2. Act of February 1, 1938, Amending the Income Tax Law

fTranslation source: Reichsgesetzblatt, part I, No. 9, February 4, 1938.)

The government of the Reich has passed the following law, which is

hereby promulgated

:

SECTION I

The Income Tax Law of October 16, 1934 (Reichsgesetzblatt, Part
I, p. 1005), is amended as follows:

1. In Article 4

(a) the following sentences are inserted as paragraph 2:

(2) The taxpayer may alter the statement of his resources and habihties (balance
sheet) even after its presentation at the tax office if it should not correspond to the
principles of proj^er bookkeeping in accordance with the provisions of this law.
Otherwise any alteration of the statement of resources and liabilities (balance
sheet) is permissible only with the approval of the tax office or, in any legal pro-
cedure, only with the approval of the respective legal authority;

(b) paragraphs 2 and 3 become paragraphs 3 and 4.

2. Article 5 is amended to read as follows:

ARTICLE 5

PROFIT IN CONNECTION WITH ACCREDITED MERCHANTS

For business men whose firms are entered in the Commercial Register such
working assets are to be considered at the end of the year of operation (Art. 4,

par. 1, sent. 1) as are indicated in accordance with the principles of proper book-
keeping. The provisions relating to withdrawals from and additions to working
assets (Art. 4, par. 1), the permissibility of altering the balance sheet (Art. 4, par.

2), operating expenses (Art. 4, par. 4), and valuation (Art. 6) shall be adhered to.

3. In Article 10, par. 1

(a) cipher 3 is amended to read as follows:

3. Taxes levied by semi-governmental religious communities (chiirch taxes).

The deduction may not exceed two percent of the total income (after writing
off losses)

;

(b) the following cipher 6 is inserted:

6. for bookkeeping farmers and foresters and for business men who keep books
in accordance with the provisions of the Commercial Code, the losses arising

from agriculture or forestry or the conduct of the business in the two preceding
years of operation, insofar as these have not been written off or deducted in the
assessment for the preceding calendar years. The amount of the loss is to be
ascertained in accordance with the provisions of Arts. 4 to 7.

4. Article 32 is amended to read as follows:

ARTICLE 32

INCOME TAX SCALE

The income tax to be assessed shall be calculated in accordance with the table
appended hereto as Appendix 1 (income tax scale). This shall be in accordance
with the following provisions:

1. Single persons for this purpose are persons who were not married at the
beginning of the calendar year or for a period of at least four months during the
calendar year. Exceptions are:

(a) Persons who are entitled to reductions for children;

(b) Men who completed their 65th year at least four months before the end of

the calendar year, and widowed and divorced men from whose marriage a child

which is not a Jew has resulted or who have completed their 50th year at least

four months before the end of the calendar year;

(c) Women who at least four months before the end of the calendar year have
borne a child which is not a Jew or have completed their 50tli year;
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(d) Orphans who have not yet completed their 25th year and are being trained
for a vocation. These conditions must have existed simultaneously for at least
four months in the calendar year.

2. The taxpayer is entitled to reduction for children who, during his liability

to taxation, were minors for at least four months in the calendar year and belonged
to his household during this time. A reduction for children will be granted on
application for children, no longer minors, who have been trained for a vocation
at the expense of the taxpayer for at least four months in the calendar year and
during this time have not completed their 25th year. Children in the' meaning
of this provision shall be considered to include, besides offspring, also stepchildren,
adopted children, and foster-children and thejr offspring. The tax reduction for
adoptive children and foster-children may not exceed 720 reichsmarks for each
child in the case cf taxpayers who would otherwise be considered as single.

3. For children who are Jews no reduction for children shall be granted.

5. Article 33 is amended to read as follows:

ARTICLE 33

EXTRAORDINARY ENCUMBRANCES

In making the assessment, extraordinary encumbrances which have unavoidably
arisen for the taxpayer and which materially impair his taxpa3ang capacity will,

upon application, be taken into consideration by a reduction of the income tax.

6. In Art. 34, par. 1 is amended to read as follows:

(1) If the income exceeds 6000 reichsmarks and contains extraordinary I'eceipts,

the income tax on the extraordinary receipts shall, upon application, be fixed at
from 10 to 25 percent of such receipts. The income tax scale shall be applied to
the other receipts.

7. In Art. 36, par. 1 is amended to read as follows:

(1) If tax liability arises only in the course of a calendar year, the advance pay-
ments which are to be made up to the receipt of the first tax notice shall be fixed
according to the amount of tax which would presumably result at the first assess-
ment in accordance with Art. 25 and allowing for tax which has been deducted
from wages or salary.

8. Art. 37 is amended to read as follows:

ARTICLE 37

INCREASE AND REDUCTION OF ADVANCE PAYMENTS

(1) The advance payments may be increased if the income tax as reduced by
the tax which has been deducted from wages or salary will presumably be more
than one fifth, but at least 300 reichsmarks, greater than the income tax which was
last determined, as reduced by the tax deducted from wages or salary.

(2) The advance payments may be reduced if the taxpayer makes it appear
probable that the income tax, as reduced b.y the tax deducted from wages or
salary, will be more than one fifth, but at least 100 reichsmarks, lower than the
income tax which was last determined, as reduced by the tax deducted from
wages or salary.

9. In Art. 39, par. 2 and par. 3, sent. 1 are amended to read as follows:

(2) For the application of the wage tax scale the following shall apply:
1. Single persons are employees who are not married. Exceptions are:

(a) Persons entitled to reduction for children;
(b) Men who have completed their 65th year, and widowed or divorced men

from whose marriage a child which is not a Jew has resulted or who have completed
their 50th year;

(c) Women who have borne a child which is not a Jew or have completed their

50th year;
(d) Orphans who have not yet completed their 25th year and are being trained

for a vocation.
2. An employee is entitled to a reduction for children for such minor children

as belong to his household. A reduction for children will be granted on applica-
tion for children, no longer minors, who are being trained for a vocation at the
expense of the employee and have not completed their 25th year. Children in

78092—38 2
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ilid inciuiiiiK nf IliiH proviwioii sludl l>c coiisidiM-ud l.o include, hcsidc^H on'spriti"?,

hIho Ht('|>-rliildr<'ii, iidoptivc (ihildrcn, imhI fostcr-crliildnni luid Micir oirspriiifr.

;{. I'or childrt'ii wlio iirc .Icwh no iriliKtt.ioii for (tliildn^ii kIiuII \h'. fijrjiiitcd,

(.'{) h'or dctcrmiiiinn llic I'liinily sliiliis (piir. 2) in iiiakiiiK' oiil, the lax card tlio

«'(iiidit,ioii,s on Mic key dii.\' of I lie r'c^iiiHtcrin^- of personal Nlatus pi-cccdinn tlio

|)i'>.',inninij; of l-lic (vdcndiir yc:ir sli:ill he valid. 'I'licsi^ condiUon.s sliiill he cnlorod
on tli<! Iii.\. card (Art,. I'J).

10. Ill Arl. II, piir. I , cipluM- ;> is !iiii(Mi(l('(l lo r(iiid ns follows:

;{. ir c\t raordinnry cnciinihranccs liavo iinavoidaly arisen for (he taA'paycr ai\(l

niideriidly impair his faxpayin^ cajwicity (Art. 'Mi), a sum to be fixed l)y ih(' lux
oHicc III ils (iis(5r(>(ioii.

11. Ill Art. M), (•ii)li('i' "), llic I'nilow'ili;;- S(Mi((>n('(>. is iiddcd:

Incunic from lioiids, liowcNcr, is snhjecrt. to limited l,ax li.vhilily if, Ix^sides Mio
li\e<l inlcresi, they in\(il\i' a ri^ht. to (U)n\'ersion into stocks (coiixci'tihle l)on<ls)

or addilioii.'d interest determined by t lu^ amount, of the dislrihut ion of profits by
the d(>btor (profit olili).',id ions), and if the debtor has a residences, business head-
quarters, or se;it in (lerm.'iny.

12. In All. FA), purs. '.\ and 4 nrc^ iimondcHl to road us follows:

(:{) h'or persons liabh; to limited tiixiition who jire assessc'd, the income (;i,x sliall

be det(M'miiied a(!Coi'din(j; to Column I of the incouK- t.nx scahs (A|)pendix I).

Hut it shall amount to at least 10 perccnl of the income.
(•1) l''or persons liii.bUs to limiled t.-iAalion, tiie income tax for income subject to

<l(>du('lion of tax from wanes or from yield on cfi|)itai shall be ici^ardi'd as fully

paid by sucii deduction, if the income is not t Ik; oper.Mtinj^ income of a domestic
enterprise. The Jiinouni of the \\ju.',e t;i\ sh;dl b(> determined !»> t-iie Ivoich

Minister of finance.

SI'K rioN II

Ap|)(Mi(li('{>s I uiid '2 l() llu^ Inconic 'Ww Law (incoinc la.\ scale and
\va|i(> (ax scale) arc amended as follows:

1. l^'or inconu's (>xc(MMlin,i;' I ()(),()()() I'eiclisinarks (nw^an sum) (he

assessil)l(> iiiconu^ lax shall l>c in accoi'daiuM^ willi AppcMidix I.

2. In (lie waii'c lax scale, waji'o bracket No. I', "nior(> than SO.08-91
l\M" (iiionllily wa.ue), is n-placcd h.v "moi(> llian Si.f)!) !)| KM".

SKCnoN 111

.\rl. (i, cipluM- 1, s(Mit. '1 of lh(^ Income Tax Law shall a|)i)ly only
to il(Mns of |)i()pci(y which wcvv ()i(l(M(>d luvforo October 1, VXM.

SECriON IV

(1) T"his law shall \)o applied for the first lime at 'tlio assessment
for (h(^ cal(Midar year I'Jiw, cxc(>p( that Section I, ci|)h(M' ',\, let((^r b
shall he applied for (he lirst timc^ a( ( h(\ assossnuMi( for l\\o caleiuhu*

year MKIS.

(2) l<\»r dcdiiclioii of (n.x from wa|2;(^s, {\\o pro\isions of Section I

cipher 'A le(((M' a, cipluM' !), and cipluM- 10 and vSj^ction II shall be
ai)plii>d for (lu* lirsl. tinu^ (o iUv wa<;e |)aymen( for wajie periods ending
aflcr DcccmlxM' 'A 1 , \\)'A7

.

SKCriON V

'Pli(> Ivcicli Minister of h'in.Miicc is cm|)ow(M-cd to r(>pul)lish the
liicomi>'ra\ Law in amended form.

Anoi.i' llni-iiK,

Tfie fuehrer and Reich Chancellor.

CovN'v SniwioniN von Krosiok,
The lieirh Minister oj Finance.

Hkii'Lin, Kebrnary 1 , l<);iS.



GIORMAN INCOME TAX LAWS

AiM'KNDix I. Income-lax table (an (trncmlcil hi/ the Art of Fihninry /, ll):'iS')

(See art. 32 of the Gorman iiicoiiic-tax law)

|.\li iuiifiiiiils III n^lelisiimrksl

Z/

I iicoMJC, (hi L. -', pill'. 2)

Uruckob

JVI()r(5 Uiiui

—

Wl(M,ofl70 ,

(ITf) l()S2r.

H2r>U)\)7r, ,

\)7r,U) 1,12.1 ,

1,12.') to 1,275

1,2751,0 \,r2r>

1,425 10 1,575

1,575 to 1,726

1,725 to 1,1)25

1,025 to 2,250

2,250 1,0 2,550

2,5.10 1,0 2,H50

2,K50 I,o;),i50 ,

:i,i5o 1,0 :!,i.i()
,

:i,'l50 to.'t.Koo

:t,H( 10 10-1,2.10

4,2.10 1,0 4, .50

4,750 1,0 5,250
5,250 to 5,750

5,750 1,0(1,250

0,2.10 to (1,750 ,

0,750 to 7,250

7,250 to 7,750

7,750 10 8,2.10

S,2.10 to H,750
K,750 to 0,2.10

11,250 1,0 0,750
0,750 1,0 10,2.10

10,250 to 10,750

10,750 (,o il,2,'i0

11,2.10 to 11,750

11,750 to 12,.100

12,500 to i;i,.100

i:(,.ioo to 1 4,.100 .- -

14, .100 to 15,.1f)0

15,500 to Id, .100

1(1,.100 to I7,.1(J0

17,.100to IK, 500
1H..10I) to I0,.100.

Ili,.100 to 20,500.

20,.100to21,.100.

21, .100 to22,.100.

22,500 to 2'i,50O.

2:i,.100 to 24, .100.

24, .100 to25,.100..

25,500 to 2f!,.100.

2(1,500 to27,,100.,

2 7,.100 to 28,500.

28, ,100 to 2!),.100.

2!(,.100 to :«),.100.

:io,.i()0 to .'i I, .KM)

;ii,5oi) to;{2,5(X)

:i2,5()0 to ;i:},50(;.

:;;',, 500 to:i4,.K)0

M,rm lo;ifi,500

:i5,.ioo to :«i,500

.1(1,500 to H7,.1l)()

:i7,.100 to H8,.100.

:i8,.100 tr) :j!),.1(X).

:i!),500 to 40,.1(K).

40,500 to41,5(K».

4I,5(K) to42,5(K)

Avi^r
aRo

lllllOUIll

I'or-

soiis

wlio
mo
con-

Kl(loic<i

(IS

Hinitlo

10

27
10

(15

84

104

125

1(15

205
25(1

:i04

;i(il)

420
48(1

5(i:t

(140

730
8.'12

i)28

1,024

1, 14.4

1,2(14

l,;i84

1,504

1,02(1

1,744

1, 804

1,084
2, 128

2, 272
2,410
2, 500

2, 848
:i, KfO
:i, 488
;i, 840
4, 11)2

4, .144

4, 1)00

5, .(70

5, 71)2

0, 208
0, (188

7, 108

7, 048

8, 128

8, 088
1), 248

!), 808
10, ;)(18

10, 1)28

11,488
12,048
12,008
111, 108

i:i, 728
14,288
14,848
1.1,408

1.1,1)08

10,528
17,088

'Dio income-tux ainoiint.s In ciiso of-

I'oisons who tiro not consklorofJ as slnKlo, If tlu\v

Aro
allow-
ed no
<i(!(llK!-

tloTIH

forchil

clron

4

14

20
.(8

.10

02
74

88
118

148

178

215
254

21)4

;)42

410
41)0

505
040
715
71)0

805
1)40

1,015
1,01)0

1,105
1,240
l.XiO

1,420
1,510
1,000
1,780
1,1)00

2, 180

2, 400
2, 020
2,840
:), 100

:i, ;ioo

.•(, 020
;t, 880
4, 180

4,480
.4, 780

5, 080
5, 4:io

5, 780
(1, KiO

0, 480

0, 8;iO

7, 180

7, 5:io

7, 880

8, 2:10

8, ,180

8, ICiO

0, 280

1), o:i()

0, OHO

10, .TiO

10, OHO

Aro iillowod doduoilon.s for-

I child

10

22
.•14

40
58

82
112

i:i8

104

181)

215
241)

21):)

;i44

418
41)2

5(10

040
715
71)0

805
1)40

1,015
1,01)0

1, 105

1,240
i,;i;io

1,420
1,000
1,780
1,1)00

2, 180

2, 400
2, 020
2, 840
;i, 100

;i, ;ioo

;i, 020
H, 880
4, 180

4,480
4, 780
5, 080

5, 4;«)

6, 780
0, KiO

0, 480

0, 8;)o

7, 180

7, fi:«)

7, 880

8, 2;iO

8, 580
8, i);to

1), 280

1), OHO

1), 1)80

i(),;i;io

2 chil-

dren

10

22
M
M
81

101

120

MO
151)

185
225
205
;iio

.170

4.'10

411(1

55(1

010
085
700
8;i5

Oil)

085
1,000
1,1.'15

1,210
1

,

:J84

1,504

1,744

1,1)24

2, i:)0

2, ;i5fi

2, 570

2, 71)0

:), 048
;), .108

,'t, 508

;t, 828

4, 120

4,420
4, 720
5, 020
5, ;t(io

5,710
0, 000
0,410
0, 700

7,110
7, 400
7,810
8, 100

8,510
8, 800
1), 210

1), 500

0,010

;i fthii-

dien

14

m
02
78
1)1

104

122

152
182

212
242
272
;i()2

XV2
;«12

.•(1)2

424

484
544
004
070
745
820
1)70

1,120
1,270
1,450
i,o;m
1,810
2, 004

2, 224

2,444
2, 004
2, 81)2

3,1,12

.),412

3, 072
3, 040
4,240
4,540
4, 840
fi, 1.10

5, 5(K)

5, 8.10

0, 200
0, 550
0, 1)00

7, 250

7, 000

7, 1)50

8, 300
8, 050
1), 000

4 Chll-

di'(Mi

5

20
41)

55
03
73
1)0

107

124

141

158

170

11)2

210
200
310
370
430
400
550
010
700
010

1,000
1,210
i,;i84

1,50')

1,744

1,024

2, 130

2, 350
2, 570

2, 700
3, 048
3, 308

3, 508

3, 828

4, 120

4, 420
4, 720

5, 020
5, 300
5,710
0, 000
0,410
(1, 700

7, no
7, 400
7,810
8, KIO

8,510

Iclill-

(ll'Cll

13

15

17

11)

21

24

28
30
32
72
120
170

220
2,0
328
388
448
508
700
850

1,000
1,1.10

1,312
1,492
1,072
1,852
2, 048
2, 208
2,488
2, 708
2, 1)44

3, 204

3, 404

3,724
4, 000
4, 300

4, (HIO

4, 000
6, 220
5, 570

6, 020
fi, 270
0, 020
0, 070
7, 320

7, 070
8, 020

Kor cHcli

iiddl-

tliHifd

child the
follow ItiK

llMIOIIIltH

are :uil)-

tniotud
fj'oiii the
tiix shown
ill ciiliiinn

1)

17

ID

21

J4

28
:i()

.12

72
120
KIO

140

140

148

).18

108

108

180
210
210
210
222
252
2.12

252
208
308
308
308
324
3'11

304
304
380
420
420
420
440
41K)

41)0

400
41)0

400
400
4;k)

400
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Appendix I. Income-tax table—Contiiuicd

[All amounts in reichsmarks]

Income {art. 2, par. 2) |

The income-tax amounts in case of—
For each
addi-

Persons who are not consideied as single, if they— tional

Per-
child the
followini?

Aver-
age

amount

sons
who
are
con-

sidorod
as

single

Are
allow-
ed no
deduc-
tions

for chil-

Are allowed deductions for-- amounts
are sub-

Brackets

1 child
2 chil-

dren

3" Chil-

dren
4 chil-

dren
5 chil-

dren

tracted
from the
tax shown
in column

9
dien

I 2 3 4 5 6 7 8 9 10

More than

—

42,500 to 43,500 43,000 17, 648 11,030 10, 680 10, 260 9,350 8, 860 8,370 490

43,500 to 44,500- 44, 000 18, 208 11, 380 11,030 10,610 9,700 9, 210 8, 720 490

44, ,500 to 45.500- 45, 000 18, 768 11,730 11,380 10, 960 10, 050 9, 500 9, 070 490

45, ,500 to 4(1,500 46, 000 19,328 12, 080 1 1. 730 11,310 10, 400 9, 910 9, 420 490

4fi„50U 111 I7..500_ 47, 000 19, 888 12, 430 12, 080 11,060 10, 750 10, 260 9, 770 490

47„500 to IS,.^.00 48, 000 20, 448 12, 780 12,430 12,010 11, 100 10,010 10, 120 490

4H„500 to 10. .5011- 49, 000 21,008 13, 130 12, 7.S() 12,300 11,450 10, 960 10, 470 490

40„500 lo ,5O,.5O0 50, 000 21,5r>8 13, 480 13, 130 12,710 11,800 11,310 10, 820 490

,50„''iOO to 51, .500 51,000 22, 208 13, 880 13, 480 13, 000 12, 150 1 1, 000 11,170 490

51,500 lo .52. .500 52, 000 22, 848 14,2.80 13, 880 13,410 12, 500 12,010 11,520 490

52„500l(i .53„500 - 53, 000 23, 488 14, 680 14, 280 13, 800 12, 8.50 12, 300 11,870 490

53, ,500 to 5t,.5O0 .- 54, 000 24, 128 15, 080 14, 0.80 14, 200 13, 200 12,710 12, 220 490

54, ,500 to .55, .500- 55, 000 24, 708 15, 480 15, 080 14, 600 13, .500 13, 060 12, 570 490

55, ,500 to ,50, .500 56, 000 25, 408 15,880 1.5, 480 15, 000 13, 900 13,410 12, 920 490

5«,,500 to .57, .500 57, 000 20, 048 16, 280 15, 880 15, 400 14, 3(10 13, 800 13, 270 490

57. ,500 to.5S,."iOO- 58, 000 20, 088 16, 680 10, 280 1.5, 800 14, 700 14, 200 13, 040 510

5»„500to .50,.500 59, 000 27, 328 17, 080 16, 080 16, 200 1.5, 100 14, 600 14, 040 500

,50..500 to (10..500 00, 000 27, 908 17. 480 17,080 10, (100 1.5. .500 15, 000 14, 440 500

(10. .500 Id (11,.'>00_ 61, 000 28, 008 17, 880 17,480 17, 000 15, 900 15, 400 14. 840 500

(11„500 to (12.500 - 62, 000 29, 248 18. 280 17,880 17, 400 10, 360 15. 800 15, 240 560

()2,.500 to (13..500_ 63, 000 29, 888 18, 080 18, 280 17,800 16, 700 16, 200 15, 640 560

03. ,500 lo (11. .500. C4, 000 30, 528 19, 080 18, 680 18, 200 17, 100 10, 000 16, 040 560

()4„5()Oto(15,.500 65, 000 31, 108 19, 480 19, 080 18, 000 17, .500 17,000 16. 440 560

05„500 to (1(1,500 66, ax) 31,808 10, 880 19, 480 19, 000 17, 900 17, 400 16, 840 560

(1(1, .500 lo (17.500 67, 000 32, 448 20, 280 19, 880 19, 400 18, 300 17, 800 17, 240 560

(17„5()0 to (1S..M10. 68, 000 33, 088 20, 080 20. 280 19,800 18, 700 18,200 17, 640 560

(kS..SOO lo(10,.500- 69, 000 33, 728 21,080 20, 680 20, 2(X) 19, 100 18, 600 18. 040 560

(10. .500 lo 70, .500- 70,000 34, 308 21, 480 21,080 20, 000 19, .500 19, 000 18,440 .560

70,.500 to 71, .500- 71, 000 35. 008 21,880 21, 480 21,000 19, 900 19, 400 18, 840 500

71„500 to 72, .500 72, 000 35, 048 22, 280 21,880 21, 400 20. 300 19. 800 10, 240 500

72„500 to 73,.500_ 73,000 3(1, 288 22, (180 22, 280 21, 800 20, 760 20, 200 19, 640 560

73, ,500 to 74, .500- 74, 000 30, 928 23, 0,80 22, 080 22, 200 21, 100 20, (100 20, 040 .560

74, ,500 to 75,,500_ 75, 000 37, ,500 23, 480 23, 080 22, 000 21, 560 21,000 20, 440 560

75,,500 to 7(1, .500 76, 000 38. 000 23, 880 23, 4.80 23, 000 21, 900 21,400 20, 840 560

7(1, .500 to 77„500 77, 000 38. ,500 24, 280 23, 880 23, 400 22, 300 21,800 21,240 560

77.500 to 7.S,.500 78, OUO 30,000 24, 680 24, 280 23, 800 22, 700 22. 200 21,040 560

78,,500 to 70,.500 79, 000 39, 500 25, 080 24, 080 24, 200 23, 100 22, 000 22, 040 560

7'.),.500 to S0„500 80,000 40, 000 25, 480 25. 080 24, 600 23, 560 23, 000 22, 44(1 560

H()„500 to81,.500 81,000 411, 500 25, 880 25, 480 25, 000 23, 900 23, 400 22, 840 500

81,500 to 82,500 82, 000 41,000 20, 280 25, 880 25, 400 24. 300 23, 800 23, 240 500

82„500 1 83,.500 83, 000 41,500 20, 680 20, 280 25, 800 24, 700 24. 200 23, 640 560

83„500Io84,.500 84, 000 42, 000 27,080 26, 080 20, 200 25, 100 24. 000 24. 040 500

84, .500 to S5„500 85, 000 42, 500 27, 480 27, 080 20, 000 25, 500 25, 000 24, 440 560

85,.500lo8il,.500 86, 000 43, 000 27, 880 27, 480 27, 000 25. 900 25, 400 24, 840 560

8(),.500 lo 87, .500- 87, 000 43, 500 28, 280 27, 880 27, 400 20, 300 25, 800 25. 240 .560

87, .500 to SS,500 88, 000 44,000 28, 680 28, 280 27, 800 20, 700 20, 200 25, 640 500

88, .50(1 toS'.l,500 89, 000 44, ,500 29, 080 28, 680 ^
28, 200 27, 100 26, 600 26. 040 560

HO, ,500 lo 0(l,."iOO 90, 000 45, 000 29, 480 29. 080 2.8, 000 27, 560 27, 000 20, 440 560

00,500 to 01, .500 91,000 45. 500 29, 880 29, 480 29, 000 27, 960 27. 400 20, 840 500

01. .500 to 02. .500 92, 000 40, 000 30, 280 29, 880 29, 400 28, 360 27, 800 27, 240 560

02,500 10 03,500 93, 000 40, 500 30, (1.80 30, 280 29, 800 28. 700 28. 200 27, 040 560

03„5()0 to 01, .500 94, 000 47,00(1 31,080 30, 680 30, 200 20, too 2.8. 000 28, 040 560

04,.500lo05,5(IO 95, 000 47, ,500 31,480 31,080 30, 000 20, ,5(10 20. 000 28, 440 .560

O5,.500to0(1..500 96, 000 48, 000 31,880 31,480 31,000 29, 900 29, 400 28, 840 560

0(1, .500 IO07.500 97, 000 48, 500 32. 280 31,880 31,400 30, 300 29, 800 29, 240 .500

<17,.500toOS,50(l 98, 000 49, 000 32, 080 32, 280 31,800 30, 700 30, 200 29, 040 500

08, .500 toOO,.500 99. 000 49, ,500 33, 080 32, 080 32, 200 31, 100 30,000 30, 040 .560

O0..5l)0lo 100..5(H) 100.000 ,50. 000 33, 480 33, 080 32, 000 31.,500 31,000 30, 440 .560

10(l.,500 lo 10t,,500 101,000 50, .500 34, 180 33, 780 33, 300 32, 200 31,700 31,140 560

101. .500 to U)2„500 102,000 51,000 34. 880 34, 480 34, 000 32. 900 32, 400 31.840 500

102„5(IOlo 103„5()0 103,000 51,500 35, 580 35, 180 34, 700 33. 000 33, 100 32.510 500

103,.5OO to 104, .500 101.000 52, 000 36, 280 35, 880 35. 400 31,300 33, 800 33, 240 .560

104,500 to 105,500 10.5,000 52, 500 36, 980 30, 580 30, 100 35. 000 34, 500 33. 940 560

105,600 to 100,500 106,000 53,000 37, 080 37. 280 30, .800 35, 700 35, 200 31,040 500
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Appendix I. Income-tax table—Continued

[All amounts in reichsmarks]

29

Income (art. 2, par. 2) The ncorae-tax amounts in ca.se of—
For each
addi-

Persons who are not considered as single, i f they— tional

Per-
sons
who
are
con-

sidered

child the

Aver-
age

amount

Are
allow-
ed no
deduc-

Are allowed deductions for--
following
amounts
are sub-

Brackets iracled
from the

as tions
1 child

2 chil- 3 chil- 4 chil- 5 chil-
tax shown

single for chil-

dren
dren dren dren dren in colum

9

1 2 3 4 5 6 7 8 9 10

More than—
10(i„'-.00to 107,500 107, 000 53, ,500 38, .380 37, 980 37, .500 36, 460 35, 900 3,5, .340 560
107,500 to 108,500- 108, 000 54, 000 39, 080 38, 680 38, 200 37, 160 36, 600 36, 040 560
108,500 to 109,500 109,000 54, ,500 39, 780 39. 380 38, 900 37, 860 37. 300 36, 740 500
109..500 to 110,.500 1 10, 000 55, 000 40, 480 40, 080 39, 000 38, 560 38, 000 37, 440 560
110,500 to 111, .500 111,000 55, ,500 41, ISO 40. 780 40, 300 39, 260 38, 700 3S, 140 560
111, .500 to 112,500 - 112.000 50, 000 41,880 41.480 41,000 39, 960 39, 400 38, 840 560
112,500 to ll:i,.500. 113,000 ,50, 500 42, 580 42, 1 SO 41,700 40, 060 40, 100 39, 540 560
113,500 to 114,,500 _ 114,000 57. 000 43. 280 42, ,S80 42, 400 41,360 40, 800 40, 240 560
114,.500to 115,.500 11.5.000 57. 500 43. 980 43, .580 43, 100 42, 000 41,500 40, 940 560
115,.500to llf;,.500 110.000 58, 000 44. 680 44. 280 43, 800 42, 760 42, 200 41,640 560
110,500 to 117, ,500 117,000 58, ,500 45. 3'<() 41.980 44, 500 43, 460 42, 900 42, 340 560
117,,500 to 118,.500 118,000 59, 000 40. 080 45, 080 45, 200 44, 160 43, 600 43, 040 560
118,500 to 119,.500 119.000 59, 500 40. 780 46. 380 45. 900 44,800 44, 300 43, 740 500
119,,500tO 120,.500_ 1 .;(), 000 00, 000 47. 480 17,080 40. 600 45, ,560 45. 000 44, 440 560
120,.500to 121,.500 121.000 60, 500 4,8, IKO 47, 780 47, 300 46, 260 45, 700 4.5, 140 560
121,500 to 122..500 122,000 01,000 48, 801, 48, 480 48, 000 46, 960 40, 400 45,840 560
i22,.500to vzi.rm 123.000 01,.500 49. 200 49. 180 48. 700 47, 660 47, 100 46, 510 560
123,500 to 121, .500 124.000 ()2, 000 49, 000 49, 000 49, 400 48, 360 47, 800 47, 240 560
124,.500 to r.i5,.''il)l) 12.5.000 02. 500 50. 000 50. 000 50, 000 49, 000 48, 500 47,940 500
125,.500 1o 12C.,.500 120.000 03, 000 50. 400 50. 400 .50, 400 49, 700 49, 200 48, 640 500
126,500 to 127,.'J00 127,000 03, 500 50. 800 50, 800 ."iO, 800 50, 460 49, 900 49, 340 560
127.500 to 128,.500 128.000 04, 000 51,200 51,200 51.200 51,160 50. 000 50, 010 560
128,,'^OOto 129,500 129.000 64, 500 51.600 51,000 51,000 51.600 51. 300 50, 740 560
129,500 to 130,.500 130.000 65, 000 52, 000 52, 000 52, 000 52, 000 52, 000 51,440 560
130,.500to 131,.500 131,000 65, 500 52, 400 .52. 400 ,52, 400 52, 400 52, 400 52, 140 560
131, .500 to 132..500_ 132,000 00. 000 52. 800 52, 800 52. 800 52, 800 52, 800 52. 800 560
132,500 10 133, .500 133,000 60, 500 53, 200 .53. 2,;0 53. 200 53, 200 53, 200 53, 200 560
133,.500 to 134, .50U 134.000 07, 000 53, 600 53, 600 53, 000 53, 600 53, 600 ,53, 600 500
134,500 to 1.35,500 13.5, 000 67, 500 54, 000 54, 000 54, 000 .54, 000 54, 000 54, 000 560

For higher incomes the average amount (in thousand.s of reich.?marks) i.s to
be computed a.s in the corre.sponding cohimns 1 and 2.

Examples:
Income RM. 135,700
Income RM. 130,300
Income RM. 136,500
Income RM. 136,550

Average amount UM. 136,000.

Average amount RM. 136,000.

Average amount RM. 136,000.

Average amount RM. 137,000.

For taxpayers considered as single the income tax rate is 50 percent; for all

other taxpaj'ers the rate is 40 percent of the average amount.
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3. Corporation Tax Law

The Federal Government has enacted the following law which is

hereby promulgated.

SECTION I. LIABILITY TO TAXATION

Article 1. Unlimited liability to taxation.— (1) The following cor-

porations, associations of persons, and incorporated estates (Ver-
moegensmassen), which have their management or their seat in

Germany, are unlimitedly liable to the corporation tax:

1. Capital enterprises (stock companies, special limited liability

stock companies, limited liability companies, colonial companies,
mining enterprises)

;

2. Profit societies and cooperative associations;

3. Mutual insurance associations;

4. Other juridical persons in civil law;
5. Societies not registered as juridicial persons, institutions, endow-

ments, and other property deeded for a particular purpose;
6. Commercial enterprises belonging to corporations in public law.

(2) The unlimited liability to the corporation tax extends to all

income.
Art. 2. Limited liability to the tax.—The following are limitedly

liable to the corporation tax:

1. Corporations, associations of persons, and incorporated estates

(Vermoegensmassen) which have neither their management nor their

seat in Germany, on their income in Germany;
2. Corporations, associations of persons, and incorporated estates,

which are not unlimitedly liable to taxation, on their income in

Germany from wliich a tax deduction (at the source) is made.
Art. 3. Delimitation of the personal liability to taxation.—Societies

not registered as juridical persons, institutions, endowments, and other
property deeded for a particular purpose are liable to the corporation
tax when their income is not directly subject to taxation through an
other entity (or person) liable to taxation under either this law or the
Income Tax Law.

Art. 4. Personal exemptions.— (1) The following are exempted from
the corporation tax:

1. The Federal Postal System, the German Federal Railroad Com-
pany, the "Federal Super-Highways," the Federal MonopoUes, and
the State lotteries;

2. The Reichsbank, the German Rentenbank, the German Renten-
bank-Kreditanstalt

;

3. State banks, insofar as they perforin functions in the nature of
state political economy;

4. Public savings banks or savings banks under state supervision,
insofar as they serve regular savings purposes;

5. Forestry associations, certain lands of agricultural associations

connected with forestry, and similar communities holding rights on
common land. If they maintain an enterprise which exceeds the scope
of a subsidiary enterprise, or if they have leased such an enterprise,

they are to that extent liable to taxation;

6. Corporations, associations of persons, and incorporated estates

(Vermoegensmassen) which under their statutes or bylaws, endow-
ment or other (form of) constitution (or articles of incorporation)
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and in their actual operation, serve religious, public utility or chari-

table purposes exclusively and directly. If they maintain an economic
enterprise which exceeds the scope of the administration of an estate,

they are to that extent liable to taxation;

7. Funds for the payment of pensions, allowances to widows and
orphans, death and siclaiess bcnelits, and relief, having? the character

of juridical persons, and other relief funds for destitution or unem-
ployment having the character of juridical persons, according to more
detailed regulations issued by the Federal Minister of Finance.

(2) The exemptions under paragraph 1 are not applicable insofar

as the domestic income is subject to tax deduction (art. 2, No. 2).

(3) The exemptions under paragraph 1, Nos. 3 to 7, are not appli-

-cable to persons limitedly liable to taxation (art. 2, No. 1).

SECTION II. INCOME

I. GENERAL

Art. 5. (1) The corporation tax shall be calculated upon the income
tliat the entity liable to taxation has received during a calendar year.

(2) In the case of entities liable to taxation which are obliged to

keep books according to the provisions of the Commercial Code and
which do actually keep such books regularly, if the business year for

which the books are regularly closed deviates from the calendar year,

the profit from the enterprise shall be considered as having been made
in the calendar year in which the business year ends. This holds

accordingly for entities liable to taxation which are engaged in agri-

cultural and forestry enterprises and which keep books.

Art. 6. What constitutes income and how tlie income is to be
determined shall be governed by the provisions of the Income Tax
Law and articles 7 to 16 of this "(the present) law. Concealed distri-

butions of profits are to be taken into consideration in this connection.

Art. 7. In the determhiation of the income it is immaterial

whether the income is distributed or not. Distributions of any kind

on profit sharing certificates which carry a right to participation in

the profits or in the liquidation proceeds of the capital enterprises

may not be used to diminish the income.

2. MATERIAL EXEMPTIONS

Art. 8. In the case of associations of persons.—In the case of asso-

ciations of persons which are unlimitedly liable to taxation, the dues

levied from the members by virtue of the constitution (or articles of

incorporation) are immaterial to the determination of the income.

Art. 9. In the case oj holding companies.— (1) If a capital enterprise

unlimitedly liable to taxation actually participates in the capital stock

of another capital enterprise unlimitedly liable to taxation through

holding stocks, mining shares, or other shares amounting to at least

one quarter thereof continuously from the beginning of the business

year, the part of the profits of "all kinds accruing to those shares is

immaterial. If there is no stock capital, the assets that were deter-

mined in the last assessment for the |)roperty take its place.

(2) Insofar as the share of the profits is immaterial, the tax deduc-

tion from the capital yield shall not be made.

(3) These provisions shall hold accordingly when the Reich, the

states, communities, and associations of communities or enterprises
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of domestic corporations in public law participate in capital enterprises

unlimitedly liable to taxation.

Art. 10.

—

Capital administration societies {brokerage and capital

investment companies).— (1) The Federal Minister of Finance may
issue special regulations for capital administration societies.

(2) Capital administration societies within the meaning of para-
graph 1 are capital enterprises which handle exclusively the purchase,
administration, and sale of stocks, mining shares, shares or profit partic-

ipation certificates of other capital enterprises, or of bonds and
debentures.

3. DEDUCTIBLE EXPENDITURES

Art. 11. In the calculation of the income the following amounts
shall be deducted, if not already rendered deductible by the other pro-
visions of the Income Tax Law:

1. For capital enterprises, the cost of issuing stocks and other
shares in the enterprise insofar as they can not be covered by emission
premiums

;

2. For insurance companies, additions to technical insurance reserves,

insofar as they are necessary for performance required by insurance
contracts current on the date of the balance sheet;

3. For special limited liability stock companies, that part of the
profit which is distributed to personally liable partners on their invest-

ments made other than in the capital stock, or as remuneration
(bonus) for management services;

4. Increases of assets resulting from the partial or total remission
of debts for the purpose of reorganization.

4. NON-DEDUCTIBLE EXPENDITURES

Art. 12. The following are not deductible:
1. Expenditures for the performance of duties of the entity liable

to taxation prescribed by the endowment, bylaws, or other constitu-
tion (or articles of incorporation)

;

2. Income and property taxes;
3. Remuneration of any kind granted to members of the board of

directors, administrative board, mining directorate, or other persons
charged with control of the management;

4. Expenditures for public utility, charitable, religious, and similar
purposes.

5. PARTIAL DEDUCTIONS

Art. 13. If the income is only partially liable to taxation, expendi-
tures may be deducted only insofar as they stand in direct economic
conjunction with income liable to taxation. If the income consists
only of income from wliich a deduction is to be made (art. 2, No. 2)
no deduction from expenditures is permissible.

6. DISSOLUTION AND LIQUIDATION

Art. 14. (1) If a capital enterprise which has decided upon its

dissolution is liquidated, the profit made during the period of liqui-

dation shall form the basis for the taxation. The tax period shall

not exceed 3 years.

(2) For the determination of the profit within the sense of para-
graph 1, the assets to be divided (final liquidation assets) shall be
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entered against the assets at the close of the business year preceding
the Hquidation (original assets preceding liquidation).

(3) From the final liquidation assets there shall be deducted those
tax-free increases in assets that have accrued to the entity liable to
taxation din-ing the liquidation period.

(4) The original assets preceding liquidation are the working assets
that formed the basis for the assessment of the corporation tax at the
close of the preceding business year. If a value for the working assets
did not form the basis of the last assessment, there shall be used in
lieu thereof the amount of the paid-in capital, or, if this does not exist,

the amount of the investment or the purchase price or cost of manu-
facture within the meaning of the Income Tax Law. The original
assets prior to liquidation shall be reduced by the amount of the profit

from the previous business year that has been distributed during the
period of liquidation.

(5) For the determination of the profit in other respects the other-
wise applicable provisions shall be applied.

7. FUSION, MERGERS, AND REORGANIZATIONS

Art. 15. (1) If the assets of a capital enterprise are transferred to

another, with or without liquidation, article 14 shall be applied accord-
ingly. For the determination of the profit, the value of the compen-
sation granted for the transfer of the assets according to their status
at the time of the transfer shall be used in lieu of the assets to be
distributed in licpiidation.

(2) The profit resulting from the transfer shall not be considered
for taxation, insofar as the following provisions are fulfilled:

1. The assets of a domestic capital enterprise must be transferred
as a whole to another domestic capital enterprise against the granting
of corporative (participation) rights in the latter;

2. It must be made certain that this profit will later be subject to

the corporation tax.

8. TRANSFER OF MANAGEMENT ABROAD

Art. 16. (1) If a capital enterprise unlimitedly liable to taxation
transfers its management and its seat or either one of them abroad from
Germany and thereby becomes no longer unlimitedly liable to taxa-

tion, article 14 shall be applied accordingly. (In such a case) the
common value of the existing assets replaces the distributable assets.

(2) Paragraph 1 shall be applied accordingly if the domestic place
of business or manufacture of a capital enterprise limitedly liable to

taxation is dissolved or is transferred abroad from Germany or its

assets are transferred to another as a whole.

9. MINIMUM TAXATION

Art. 17. (1) The following shall form the basis for taxation as

minimum income:
1

.

Distributions (including concealed distributions of profit), insofar

as they amount to more than 4 percent of the paid-in capital or, if the

latter does not exist, of the assets determined by the last assessment
for the property tax, regardless of the sources of the amounts distributed

;

2. Remuneration of any kind granted to members of the board of

directors, administrative board, mining, directorate, or other persons
charged with control of the management;
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3. Remimeration of any kind granted to members' of the board of

managing directors, or other executives for their activity, insofar

as the remuneration is not commensurate with the services rendered.

(2) Minimum taxation shall be levied only if the total sum of the
minimum income is higher than the income determined according to
article 6.

SECTION III. TAX RATES

Art. 18. Rounding off.—In the calculation of the corporation tax
the income shall be rounded off downward to the nearest (multiple of)

10 reichsmarks.
Art. 19. Tax rates.— (1) The corporation tax shall be 20 percent

of the income.

(2) The corporation tax shall be 10 percent of the income of the

following

:

1

.

Credit institutions in public law, for income from long-term com-
munity credit, real property credit, and agricultural improvement
credit business;

2. Mortgage banks (handling mortgages only), mixed mortgage
banks for the income from transactions named in article 5 of the

Mortgage Bank Law, bottomry bond banks.

(3) The corporation tax on incomes subject to the tax deduction
(at the source) shall be considered as having been paid, if the drawer
of the income is only limitedly liable to the corporation tax and the

income is not derived from a domestic business, agricultural, or

forestry enterprise.

SECTION IV. ASSESSMENT AND PAYMENT OF THE TAX

Art. 20. General.—For the assessment for the corporation tax and
for the payment of the corporation tax the provisions that hold for the

income tax shall be applied appropriately.

Art. 21. Lvmp-sum taxation.—The Revenue Office can fix the cor-

poration tax in a lump sum if the income liable to taxation is apparently
of minor importance and the precise determination of this income
would involve a disproportionately large amount of administrative
work.

SECTION V. TRANSITIONAL AND FINAL PROVISIONS

Art. 22. Extension oj the category pj entities liable to taxation.—The
Federal Minister of Finance is empowered to declare unlimitedly
liable to taxation other associations of persons than those named in

article 1 and to regulate taxation of them.
Art. 23. Cooperative associations.—The Federal Minister of Finance

is empowered to prescribe an exemption from the corporation tax or
application of a reduced tax rate for certain groups of cooperative
associations for business or profit and to regulate particularly the
determination of their income.

Art. 24. Entry into jorce.— (1) The law is to be applicable for the

first time to assessments for the calendar year 1934.

(2) The Federal Minister of Finance is empowered to bring indivi-

dual provisions of the law into force only for later assessments, and to

permit continued application of the provisions of the Corporation Tax
Law of August 10, 1934 (RCBl.I, p. 208) for the transitional period.
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Art. 25. (1) In the case of entities liable to taxation for which the
corporation tax was calculated upon a period deviating from the
calendar year 1933, the corporation tax debt for the calendar year
1934 shall be increased by one twelfth for each month that elapsed
between the end of the tax period 1932-33, and December 31, 1933. "»

'

(2) The following shall be credited against the tax debt increased
under paragraph 1:

1. The prepayments made for the period from the end of the tax
period 1932-33 to the end of the calendar year 1934;

2. The amounts withheld through tax deduction (at the source)
insofar as they derived from income drawn during the period from the
end of the tax period 1932-33 to the end of the calendar year 1934.

Adolf Hitler,
The Leader and Chancellor.

Count ScHWERiN VON Krosigk,
The Federal Minister of Finance.

Berlin, October 16, 1934.

4. Act of August 27, 1936, Amending the Corporation Tax Law
(Translation from original printed in Reichsgesetzblatt, 1936, pt. I, p. 701.)

The Government of the Reich has adopted the folloAving law which
is hereby promulgated:

Article 1. Change of the tax rate.—Article 19 of the Corporation
Tax Law of October 16, 1934 (Reichsgesetzblatt, pt. I, p. 1031) is

amended as follows

:

1. Li paragraph 1, the words "20 percent" are replaced by the
words "30 percent."

2. In paragraph 2, the words "10 percent" are replaced by the
words "15 percent."

Art. 2. Application oj the tax rate.—Article 19 of the Corporation
Tax Law as amended by Article 1 of the present law is also applicable

to those corporations, associations of persons, and assets, for which
application of the provisions of the Corporation Tax Law of August
10, 1925, (Reichsgesetzblatt, pt. I, p. 208) was permitted.

Art. 3. Special provision Jar 1936.—In deviation from article 1, the
Corporation Tax for the calendar year 1936 will be assessed at the
following rates:

1, Under article 19, paragraph 1, of the Corporation Tax Law,
25 percent.

2. Under article 19, paragraph 2, of the Corporation Tax Law,
12.5 percent.

Art. 4. Advance payments.—Advance payments falling due between
September 19, 1936, and issuance of the notice of assessment for

1936 are to be increased by one-half.

Art. 5. Entry into force.—This act will first become applicable to

assessments for the calendar year 1936.

Adolf Hitler,
The Leader and Reich Chancellor.

Count Schwerin von Krosigk,
The Reich Minister of Finance.

Berchtesgaden, August 27, 1936.
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